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AN APPRATSAL OF 
RECENT FRENCH WHEAT POLICY... . 


. . « By L. D. Mallory* 


The historical policy of the French Government has 
been to attempt to assure fair retarns to wheat producers. 
Because France has generally had to import wheat, this policy 
could usually be carried ovt throuzh the use of import dutios. 
As a result of wheat crops in excess of domestic requirements 
in each of the years 1932 to 1934, however, France was faced 
with a "wheat problem". Numerous lews were passed designod 
to control wheat eupplies through import restrictions, produc- 
tion eontrol, and removal of the accumulated surplus. The 
legislation culninated in the law of August 15, 1936, which 
established a National Wheat Board invested with broad povers, 
including price fixing. Import contr2l measures were offec- 
tive, as were, to some extent, those dealing with the storage 
and disposal of the surplus. Attemts to control production, 
however, were ineffective, and the cntire program was costly 
when viewed from the standpoint of its actual accomiishments. 
The recent improvement in the wheet situation has been dus 
more to 2 years of unfavorable weather than to a fundanental 
adjustment in the production and consumption of wheat in 
France. 


The Wheat Problem 


In spite of the steady drift of the French population from the 
land to the cities and the creat industrial development that has 
taken place in France during the present century, agriculture remains 
that country's greatest industry. Its influence on the life of tae 
people is very strong, and it may be said that France still possésses 
a predominantly rural character. 


_ France is the world's fifth largest producer of wheat and amor 
the Zuropean countries ranks second only to Russia. Wheat is grown 
throughout France and, from the economic as well as the social viewpoint, 


*Agsistant Agricultural Attacho, Paris, France. 
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it is without doubt the most important crop. About 25 percent of all 
the land under cultivation is in wheat and approximately 50 percent of 
the total area in cereal crops. 


Despite its importance as a wheat producer, France has normally 
been an importer of wheat. Production has risen steadily since the war, 
largely because of incrensed yields per acre. Acreage in the postewar 
period has not shown much change. Domestic consumption of wheat appears 
to have declined somewhat in recent years, as a result of dietary changes 
and the maintenance of high domestic prices relative to other foodstuffs. 
There was, of course, a conflict between the maintenance of satisfactory 
producer prices and the desire of the Government to furnish the consumer 
with cheap bread. 


Until the depression, it was relatively easy to maintain domestic 
wheat prices through the use of import duties, as France was on a deficit 
basis. The rapid decline in world prices necessitated offsetting in- 
creases in import duties. Beginning in 1932, France experienced 3 years 
of exceptionally favorable growins conditions, and in each of these years 
wheat production exceeded domestic requirements. Import duties, there- 
fore, were no longer fully cffective, and resort was had to other mea- 
sures to control the quantity of imports and to improve the prices reccived 
by domestic producers. 


The temporary surplus of wheat in France created many difficulties, 
which the Government attempted to combat through mamerous laws and decrees, 
some of which were effective. Others, however, appear tO have been hastily 
adopted and ill considered. 


It is believed that in exceptionally favorable years the present 
wheat acreage in France will provide more wheat than is necessary for 
domestic requirements. The problem facing the French Government, there- 
fore, is how to distribute domestic supplies in surplus years sO as to 
maintain prices received by producers. This problem is not difficult if 
years of high yields alternate with years when yields are average or be- 
low. Two or more successive years of high yields, such as occurred in 
1932 to 1934, however, may create a situation that is very difficult and 
costly to handle. A discussion of trends in production, price, and dis- 
appearance of wheat appears pertinent as a background for the considera- 
tion of the vast amount of legislation that has been passed in France in 
recent years for the purpose of solving the "wheat problem." 


Development.of the surplus 


In the production situation, the most important feature has been 
the upward trend in acre yields. While the sown area of wheat has declined 
since the 1890's, the crop outturn in recent years has equaled or exceeded 
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the high level of the period around 1900. This has been due to better unit 
yields. According to the official French estimates, sown area fell gradu- 
ally during the period. from 1892 to 1914 from more than 17,000,000 acres to 
a little less than 15,000,000. Production, however, remained high. Fol- 
lowing the immediate post-war years, the amount of land devoted to wheat 
has been relatively constant within a range of 12,600,000 to 13,600,000 
acrese The trend of yields, with the exception of the years of the war 
and immediately thereafter, has been upward, the highest being in 1933, 


The following official estimates show the changes in area, yield, 
and production: 


Table 1. Wheat acreage, yield, and production, 
average 1891-1900 to 1931-1935 


Period Acreago Yield per acre Production 
1,000 acres Bushels 1,000 bushels 
LO9WMOOskeccsiics 8=©=6 8820s: 18.59 312,563 
1901-1910, ee+eeeteeeve 16,230 18. 62 502,201 
1911-1920, eeereeveeee 13,456 18.33 246 ’ 609 
£9SU-19 Be ccccccace 13,3514 21.09 280,839 
ES | 13,274 23.86 516,685 


The last average shown is not as representative as the others, 
since it covers only 5 years, but it is in keeping with the trend. The 
year 1891 is as far back as a fair approximation of the annual crop fig- 
ae - be obtained. Yields, however, have increased steadily since 

815.1 


This increase is due to several factors: better farm practices 
growing out of scientific discoveries; crop rotation of a more advanced 
order; the use of chemical fertilizers, particularly in the years fol- 
lowing the World War; and, probably of most importance, the use of inm- 
proved seede 


The introduction, of foreign seed and the selection and hybridization 
of varieties have greatly increased unit yields, particularly in recent 
yearse Somewhat parallel cases of yield trends are to be found in Italy 
and Spain. 


Reduced seed requirements constituted another factor affecting the 
supplies available. Over a period of 40 years, plantings declined by some 


1/ Michael, L. G., "Agricultural Survey of Europe: France", U.S.D.A. 
Technical Bulletin No. 37, February 1928, Washington, D. C. 
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3,000,000 acres and left available the seed for that much land. Moreover, 
better cultural practices, the use of seed drills, and the use of im- 
proved varieties -reduced the amount of seed sown per acre. lo accurate 
data are available on seed use in ecarlier times, but, according to some 
private estimates, the amount that had to be sown 40 years ago was at 
least 10,000,000 bushels more than present requirements. 


While improved yields and decreased seed use permitted larger sup- 
plies of grain from smaller areas, the advance of milling technique re- 
sulted in more flour and vread for a given quantity of grain. During the 
period discussed, white bicad was generally used. The change from small 
local mills to large central plants permitted greater efficiency, while 
the improvement of milling machinery raised the percentage of flour ob- 
tained. No information of a positive nature is available on extraction 
ratios in various periods, but in France 30 or 40 years ago it was prob- 
ably between 60 and 65 percent. Though the figure of 70 or 72 percent is 
often used today in calculating consumptive needs, it is probably nearer 
72 to 74 percent with a crop of average quality. This represents an in- 
crease of 15 percent in flour supplies from the same quantity of wheat. 
In earlier times, coarser bread was caten in the country districts and 
the change in bread supplies would be less than that shown by the calcu- 
lation; nevertheless, the factor is of some importance. 


In addition to domestic production, France had available, and 
vas under obligation to take, increasing supplies of cereals from 
overseas possessions. The north African territories of Morocco, Al- 
geria, and Tunisia furnish mainly bread and durum wheats with some 
corn and barley. 


For the 6 years 1930-31 to 1935-36, France imported from northern 
Africa a net average of 10,177,000 bushels of bread wheat and 9,543,000 
bushels of durum wheat, including flour and semolina on a grain basis. 
The average total of 19,720,000 bushels naturally had an influcnce on the 
pressure of supplies. 


Other cereals as well had a certain influence on wheat production, 
for their prices in relation to wheat prices were such as to favor the use 
of land for wheat rather than for other grainse Indo-Chinese rice was 
shipped to France in constantly increasing quantities and when used for 
hog and calf feed supplantcd some barley, oats, or other feed grains. 


As in most modern countries, there has been a change in consumptive 
habits, which is extremely difficult to evaluate for France. Earlier data 
are so scanty as to be of little use, and present-day figures can usually 
be shown to be incorrect. It may be assumed, however, that requirements 
in recent years have been about 325,000,000 bushels. This represents a 
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"normal" use rather than the high figures of a few recent years, when 
because of the Government program considerable grain was denatured for 
use as animal: feedstuff. 


Compared with a "normal" of about 325,000,000 bushels we have a 
figure of 345,000,000 for the last decade of the 1800's.2/ The decline 
is all the more significant when it is remembered that population has 
increased. For the decade of 1891-1900 the population was 58,600,000, 
while in 1930 it was 3,000,000 higher, or 41,600,000. ‘The decrease in 
consumption from a long-time point of view is meinly due to smaller sced 
use, better mill efficiency, and lower per-capita consumption. The last 
is the result of changing dietary habits and has been observed in most 
countries. There has been a shift from grain to meat, fresh vegetables, 
fruit, and dairy products. This change has come from the rise in the 
standard of living, more modern ideas concerning health and diet, and 
better commodity transport facilities. , 


Rising supplies and decreasing needs culminated in the surplus 
previously referred to. The position of France in respect of this prob- 
lem is well shown in table 2. 


Table 2. Apparent annual wheat supplies, 
1927=28 to 1935-36 


Crop year : Production : Net imports jl owance for:Net apparent 
August to July : a/ ‘ dD : the Saar c/ : supplies 
:1,000 bushels; 1,000 bushels: 1,000 busheis-1,000 bushels 
1927=2Becceccsesss 276,126 : 49,603: 3.572 : 323, 157 
RR c vo csenss } 281,282 : 67,124 3 2,572 3 345,835 
er 337,250 ° 6,149: 2,288 : 341,011 
CO ee en 228,104 | 58,902: 2,388 : 284, 618 
WSIS eccdecee! 264,116 . 75,401 : 2,021 | 337 , 496 
lSGBANS. cccdeded : 363,750 : 29,001 |: 2,021 : 390 ,'730 
1933-34... cccscces: 362,328 : 15,677: 2,021 : 375, 984 
19S4-BBesccceseoe: ~388,883 | ~- 19,359 ;: 900 : $18,452 
| Pee ee: 284,949 9,832 _ : - ; 294,781 


a/ Production is for first year mentioned; for 1927-28, for example, the 
harvest is that of 1927 and the consuming year 1927-28. Production esti- 
mates of the French Ministry of Agriculture except for the 1932 harvest, 
which is considered to have been 363,750,000 bushels rather than the 
Government figure of 333,522,000. b/ Net imports, considering all imports 
and exports of bread wheat, durum wheat, flour, and semolina on a grain 
basis. Flour converted to terms of wheat at 1.333 and semolina at 1.5369. 

Shipments to the Saar, after Georges Garwy, "La Consommation des 
Cereales en France", a memoir presented to the Statistical Institute of 
the University of Paris, 1935 MS. 


2] Rapport Bernier, "Journal Officiel" 1924, Documents Parlementaires, 
Chambre des Deputes, p. 614. 
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The disappearance during the years. shown is determinable if stocks 
at the beginning and end of the period are known. Wheat utilization, how- 
ever, Was umusually large because of the quantity denatured and thus rendered 
unfit for human consumption. To find what a "normal" disappearance was, to 
be used in a subsequent calculation of surplus, the anount of grain denatured 
should properly be deducted. This has boen done in table 3. From.the data 
shown and by employing a considerable amount of collateral and qualitative 
infomation, together with checks against the position of stocks, annual 
disappearance has been calculated. The estimates are as follows; 


Table 3. Apparent normal supplies, estimated normal disappearance, 
and year-end stocks of wheat, 1928-29 to 1935-36 


Crop year ‘Apparent supply ; Estimated nor | Diff . Cumulative 
August to: for "normal" - mal diseppear : — . difference 
uly use 4/ ‘ante b) ci : a/ 

: 1,000 bushels: 1,000 dusacls 1,000 bushels *' 1,000 ousnels 
1928=29.. : 345,835 323,340 | 22,495 | 22,495 
1929-30... : 341,011 325,340 : 17,671 : 40,166 
1930-31... : 284,618 - 323,340 - 38,722 : 1,444 
1931-32... : 337,496 323, 340 14,156 : 15,600 
1932-334. : 390,730 | 322,540 67,390 : 82,990 
1933=34., : 361,655 : 327,000 34,655 : 117,645 
1934~35., : 301,219 . 327,000 - 25,781 : 91,864 
1935—36.. : 288,351 : 327 ,000 - 38,649 : 03,215 


a 
‘ 


a/ This column is the same as the fourth column of table 2, with the fol- 
lowing amounts of denatured wheat deducted: 1933-34, 14,329,000 bushels; 
1934=35, 17,233,000 bushels (denaturing was 20,907,000 bushels but 
3,674,000 were exvorted); and 1935-36, 6,430,000 bushels. »/ The compu- 
tations and considerations employed to arrive at these estimates are 
rather lengthy, and the figures alone are given. It is believed that 
consumption of wheat in the form of breadstuffs has actually been de- 
clining, as the French claim; but during the years included, and more 
particularly in the last few years, disappearance has increased because 
of more extensive feed use and waste. e/ Apparent supply less estimated 
disappearance. a/ This corresponds approximately to year-end stocks, not 
including denatured grain. ‘ 


The surplus, so far as French agricultural economy was concerned, 
was not merely the amount left over after each year's use, but rather the 
excess Over usual or "normal" utilization. Heavy disappearance during 
several years was both a result and a manifestation of the existing sur- 
plus condition and the operation of the control program. For an exporting 
country, such a condition would have been of small moment; but, in one 
normally an importer and on a high price level, it was serious. The amount 
of the surplus is not shown by any of the foregoing data, since subsidized 
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exports, or part of the excess, have been deducted from the foreign trade 
figurese When such exports are added to the supplies shown in tahle-2 . 
(production plus net imports), the following results are obtained: 


Table 4. Total wheat supplies and surplus, 


1928-29 to 1935-36 
Subsidized : 


Net apparent ; Estimated 


: Net 
Crop year: . : Cumlative 


August to: apparent ‘ exports suppliss ‘* normal 
July ‘ supplies ; a/ : plus sudsi- !: @is- ; surplus 

. : ; dGized cxports : appearance : 

: 1,000 : 2,000 : - -oJgQO0 1,000 1,000 

: bushels : bushels busnels bushels bushels 
1928-29..: 345,835 : 0 345,835 323,340 22,495 
1929-30.+6: 341,011 ‘b/ 0 $41,011 323 , 340 40,166 
1930-3l..: 284,618 :b/ © 284,618 323 ,340 1,444 
1931-32.6: 337,496 : 0 337 , 496 323 , 340 5, 600 
1932-33.6: 390,730 0 390,730 323,340 82,990 
1933-34..: 375,984 3,090 379,074 : $27,000 185,064 
1934~35..: 318,452 37,478 355,930 ; 327,000 : 163,994 
1935-36.e: 294,781 13,081 307,862 : 327,000 : 144,856 


a/ Calendar year figures obtained from official sources and adjusted to 
crop years from foreign trade statistics. The subsidized exports cor- 
respond to total exports of bread wheat except those of seed wheat, which 
are small. b/ There was a special export operation in this year, which 
is not included because of its character. It will be dealt with later in 
the texte 


The quantity of 164,000,000 bushels of surplus reached in 1944-35 
was an important factor in French economy. It is true, of course, that 
such an amount did not exist at any one moment, for it grew over'a period 
of time and the Goverrment program was removing grain during several sea~ 
sonse Nevertheless, the large surplus indicates the extent of the problen, 
and over a period of years it was the principal factor. Up to the time that 
foreign supplies were excluded, however, the world market and supply situa- 
tion also played a significant role, and to a large degree the influence ~ 
of exterior prices nurtured the idea of control and played a decisive part 
in its institution. 


Effect of world prices 


World supplies of grain rose rather rapidly and consistently for 
several years beginning with 1924-25. World prices, as measured by British 
parcels in gold cents, declined steadily from that year to 1934-35. ‘he 
increased competition was mitigated:in part by increases in the French 
tariff. Duties were moderate up to the time of the World War. During .the 
emergency period they were generally removed. 


Following the conflict and 
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the immediate reconstruction period, grain production in France approached 

its pre-war level and demand for protection again asserted itself. This, 
together with the fall of the franc, caused several increases in tariff 

rates. In January 1924 the import duty was 7 francs per quintal, rising 

in Ausust to 14 francs; in August 1926 to 18.20 francs; in September 

1927, to 25 francs; in November to 35 francs; in May 1929, to 50 francs; 

and in May 1930, to 80 francs (85 cents per bushel), where it has remained. 
The protection afforded had some influence over a period of years in 
stimulating domestic production and contributed to the problem from that 
standpoint. Yet even when the duty was added to foreig grain, prices 
were still highly competitive in certain seasons. The French farmer was 
not disturbed by this for several years, as the franc was undergoing 
devaluation and ever higher prices were being paid him in domestic cur- 
rency. This held true until about 1927~28. But when the interior price 
level nad become stable, the increasing quantities of hone~grown grain 
made competition from abroad felt more intensely. 


(at ete Ni on 


The following table shows average prices for French and foreim 
grain with the customs duty: 


Table 5. Price per bushel of British parcels and 
domestic French wheat, 1925-26 to 1932~33 


ieee cae | Se : British ; Price of 

Yoar 37 one eee ' British parcelsiparcels plus :; domestic 
_ oe ' at Liverpool :French tariff : French wheat 

Cents Cents ; Cents Cents 
1925—26.: 14 ! 170 184 154 
1926~27.: 18 ; 164 182 188 
192728. : 3A 152 186 174 
1928~29.: 40 129 169 167 
1929-30.! 59 127 186 147 
1930-31.: 85 7 76 161 184 
1931-32. : 86 59 145 173 
1932-33.:a/ 85 ? 52 ; 137 115 


Conversions made at the prevailing rates of exchange. 
a/ Old gold rate of American dollar employed (1 franc = 3.92 cents). 


Further additions to the already hich duty (85 gold cents per tush- 
el.) would have been somewhat absurd, and it was not certain that they would 
be entirely effective. Other and more effective means were sought: first, 
mixing vercentages to regulate the miller's business; second, import 1li- 
censing to control the mixing percentage. These proved flexible and ef- 
fective weapons; md, from regulating foreign supplies the next step, that 
of controlling the domestic surplhis, followed naturally. 


Briefly, the problem rooted far back in a number of trends that 
tended to brine production and requirements more closely together. World 
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prices began pressing on the domestic prices. Then a series of large 
harvests created a domestic surplus, which uncontrolled would have driven 
prices to a low level and, over a period of time, would have tended to cor- 
rect the situation. The prevailing thought within France, however, was to 
toster wheat production and protect the producer against price declines. 

To do this, Parliament enacted a series of laws to deal with the "wheat 
problem", which taken together constituted an extended and expensive 
valorization scheme. 


Methods of Solving the "Wheat Problem" 


Complexity of the legislative program 


The centrelized form of government in France assures the enact-— 
ment of laws on a nation-wide basis. After the World War and until the 
spring.of 1936, the dominant political influence was exerted by the cen~ 
tral parties of the Radicals end Radical Socialists. Official policy 
was essentially democratic and avoided placing the Government in business, 
though there wes little hesitation to utilize the Government's influence 
in controlling business when this seemed desirable. The efforts of the 
Government during these ycars were directed toward increasing wheat pro- 
duction and at the same time protecting the prices received by domestic 
producers. It was also considered desirable to keep breadstuffs as rea 
sonably priced as possible because wheat formed so important a part of 
the dict. 


In 1936, a decided shift in political power to the left brought 
about the passage of the law of August 1936. This law established a 
national wheat board and represented an attempt to consider the wheat 
problem in the light of its national importance in the economy of France, 
with particular emphasis on the status of the small producer. 


Tne development of the wheat problem in France was so rapid and 
unexpected, erising as it did from several years of unusually favorable 
yields, that the legislation designed to solve it was of a complex nature 
and often conflicting. Coming eas it did during a period of depression 
in all lines of activity, the wheat problem required immediate attention. 
Time did not permit the study and mature consideration that might other- 
wise have been given to the question. 


As a result, the législative program was extremely complex and 
there were many overlapping lews and decrees. From 1929 to 1936, 10 laws 
were passed, On the basis of which hundreds of decrees were issued. In 
general, however, the legislation was designed to maintein prices to do- 
mestic producers, first through the control of imports, later through the 
removal of the accumuleted surplus, and finally through the control of 
domestic production. 
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Control of imvorts 


It wes naturel that the first move to support the French market 
was to keep cut foreign supplies. Initially there was the teriff, fol- 
lowed by other end more positive methods of excluding imports. 


The tariff: So long as there was a deficit of wheat in France, 
the increasing world exportable surplus and declining world prices wore 
helpful in provisioaing France at less expense. The continued price de- 
cline abroad, coinciding with the rise in domestic production, was 
troublesome, but continued additions to the rate of duty kept the world ; 
price, plus duty, on the averuge above the interior market price. For | 
a time, also, the inflation of the French currency resulted in rising do- 
mestic prices; but, when monetary stabilizetion and a new price level 
became actuelities, the forces in play were brought home to the French 
farmer. The rate of duty was increased to the equivalent of 85 United 
States gold cents per bushel in 1930, at which point it remained, but 
from 1929-30 to 1930-31, world prices, as measured by quotetions on 
British parcels, fell so far that another sharp duty increase would have 
becn necessary to impede imports if other restrictive measures had not 
been used. The successive upward changes in duty maintained the price 
of foreign wheat above the domestic market price from 1924-25 to 1930-31. 
In 1930, however, the rapid fall in world prices changed this relation- 
ship in spite of the high customs tariff imposed. The tariff no longer 
being fully effective (see table 5), other means were employed, such as 
the tightening of provisions concerning the milling-in-bond trade and the 
use of quantitative restrictions. 


Milling in bond: Importation for milling in bond was a general 
practice in the grain and milling trade of France. Since the existence 
of the wheat problem, agrarian groups have constantly charged that in- 
ports under temporary admission were a means of introducing wheat products 
into France, illegelly or otherwise. An extensive inquiry by a parlia- 
mentary commission, however, failed to support this contention.3/ 


Formerly, two sources of action were open, under temporary admis- 
sion, to introduce wheat products into France. Millers were pernitted, 
if they so chose, not to re-export the products, but to forfeit their 
bond as payment of customs duties. They. could thus sell at home or 
abroad, whichever proved nore profitable. This was quite a legitinate 
practice as long as wheat imports were permitted. It wes, however, re- 
moved by the law of December 1, 1929. The secondmeans of introducing 
supplies wes through the exportation of wheat products in an anount 


3/ "Rapport de la Commission chargée de rechercher les quantités totales 
de bles etrangers entrees en France depuis le ler Mai 1933 et les con- 
ditions d'introduction". Journal Officiel, July 2, 1935. 
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Calculated to offset imports. This was to provide millers with the desired 
quantity of high-protein, imported wheat. It is undoubtedly true that 
millers were able to extract much more than they exported, leaving a por- 
tion in France that in reality represented imports on which no duty had 
been paid. The successive. reforms of the temporary admission regime and 
the fixing of tyne samples of products for reeaxport by November 1930 had 
effectively closed this means of entry. 


Milling in bond contimed in the usual manner up to August 1936 with 
the establishment of the National Wheat Board, which was vested with the 
powers of an import. and export monomply. Provisions for ea restricted 
type of milling in bond were issued in a decrees of October 29, 19356. The 
gist of the present system is that, after exports of wheat, flour, or fari-~ 
naceous products have been mad¢é, a specified amount of wheat may be in- 
ported in compensation. The usuel customs duty must be paid on this wheat 
and upon proof of use a portion or all of the duty is returned. Business 
under this system has so far been restricted. 


Millins percentages; After tightening up the millineg-in-bond system 
and finding that the tariff, even though preventive in nature, did not 
exclude foreign grain, mixing reguletions and import licensing were re~ 
sorted toe The mixing resulations were instituted by decree in July 1930. 
Licensing of imports as a means of enforcing compliance with a quota or 
mixing percentage is frequently used, but in France this was not put ine 
to effect until November 1931. 


The mixing percentage requires a miller grinding foreign wheat 
to incorporate in his monthly total a stipulated percentage of domestic 
wheate The purpose of this is, of course, readily apparent. It is de- 
signed not only to reduce imports of grein thet may ect over the tariff 
Wall, but also to insure the utilization of home-grown grain even though 
other grain may be preferred for its quality. By adjusting the percont-- 
age from time to time in accordance with production and use, the move- 
ment of domestic grains into consumption can be regulated and this price 


level controlled to a certain degree. The first rate, 3 percent foreign 
grain, was established on Decembder 3, 1929. 


While the idea was exccllent for the ends proposed, it did not 
work out efficiently. Charges of fraud were made in connection with the 
use of foreign wheat, and during a great pert of 1930-31, when 10 per~ 
cent foreign wheat was permitted, many miklers were said to have used as 
much as 20 percent. Numerous condemnations and the activities of a large 
corps of control egents were apparently not enoigh to stop fraudulent 
practices. With a large nimbor of widely scattered mills, it was diffi- 
cult to check the use of a given psrcentage after the wheat had been ad- 
mitted into the country. 


\ 
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Import licenses: To inswre proper usage of both foreign and 
domestic wheat, recourse was had to the licensing of imports, by which 
wheat could not be brought in except when accompanied by an import 1li- 
cense issued by the Ministry of Agriculture. icenses were issued only 
to persons who proved they were legally established grain merchants or 
millers. Even imported grain for shipment to the Saar and seed wheat 
from abroad had to be accompanied by permits. A special office was | : 
set up to control the import licenses. ; 


One further restriction on wheat imports may be noted + the quota 
on Morocco. <Absolute quotas are at present the bulwark of agricultural 
protection in France. The wheat quota applied to Morocco since 1932 is 
more properly a tariff quota, for a stated quantity is admitted free of 
duty as colonial grain. The quota prevailing for recent years has been 
6,063,000 bushels of bread wheat, 551,000 bushels of durum, and 6,600 
short tons of semolina. This has not proved particularly restrictive 
except in individual geasons, for over a period of years it represents 
the bulk of the exporting capacity of the protectorate. 


Import control effective: The effectiveness of these measures 
in restricting imports depends on only a few factorse The extent of 
restriction by a tariff depends upon the relationship between domestic 
and world prices. When a tariff is for protection rather than for reve-~ 
nue purposes, it may inhibit or exclude foreign products, depending upon 
the rate imposed. Even during the time that annual average world prices 
Plus the duty were above French market prices, imports were still made. 
They were due to some extent to seasonal price differences not apparent 
in:the anmiwal figures and in a larger measure to differences in quality. “ 
-When world prices plus duty fell below domestic prices, imports were 
readily made. 


Mixing regulations, assuming effective administration and enforce- 
ment, could confine the use of foreign wheat to the desired quantity or 
excluds it entirely. As mentioned above, fraud arose and could be con~ 
trolled only with difficulty. This measure by itself could, under the 
conditions existing in France, be only partially effective. Licensing | 
of imports by itself is an adequate means of limiting imports. Actually, 
however, it was used to enforce the mixing regulations. This was more 
desirable from the standpoint of French agriculture, since obligatory 
mixing provided the means of assuring a progressive use of home production. 


It must be said that first the tariff and later the mixing regula- 
tions, supplemented by import permits, accomplisked their purpose. With 
the exception of imports made because of the mistaken forecast of the 
19239 harvest and the late cron of 1932, the import restrictions applied 
to foreign wheat were successful. 
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The development in the use of mixing regulations is shown in the 
following percentages: 


Table 6. Partial list of mixing percentages, 
December 5, 1929, to date 
“WMininun domestic Maximum foreign 


Bread-wheat flour production ‘ required : permitted 

Percent | ; Percent 
December 5, 1929, to July 26, 1930 oe: 97 3 
July 27, 1930, to April 14, 1931 ecee : 90 , 10 
April 15 to 17, 1931 s.ssescccevesene :: 85 15 
April 18 to C7_ 1951 werceveerevrvaree | so. 20 
April 28 to June 16, 1931 sesecsvenes | 75 3 25 
June 17 to 30, 1931 Cte ereseaeteseeee » FO 30 
July 1 to 3, 1931 woceevenscececevese | 75 25 
July 4 to 9; 1931 eee eerste sreeeeeeese 80 20 
July 10 to Qh, 1931 ercccecvcccccvces | 85 15 
July 25 to November 2k, 1931 .sseseee | 90 10 
November 25, 1931, to January 30, 1932: 97 3 

January 31 to August 3, 1932 cecvveee 50 ~ 90 10 - 50 
August 4 to December 1, 1932 ..essees : | OT | 3 
December 2, 1932, to April 15, 1933 . Se 99 1 
g LO date «sesecncesone ~  s L00 0) 


Removal of the §urplus. 


The problem of restricting wheat supplies in France was partly 
solved by restricting imports; but, when grain was actually within the 
country and weighing on the market, some other means was necessary for 
the support of pricese In a country where production rarely equals do- 
mestic requirements, the control of imports can be effective. Surplus 
producing and exporting countries can ‘do something by controlling produc- 
tion, but in countries like France, where a favorable year or series of 
good years may result in an occasional surplus, other measures are necés- 
sarye When a surplus occurs, the import restrictions become less effec- 
tive and prices tend to be determined by supplies within the country. 

At the same time, such countries are unable to unburden themselves by 
exporting unless subsidies are resorted toe Perhaps one of the most 
significant characteristics of such a.situation ig the possible violent 
change in domestic prices as supplies are relatively short or abundant 

in relation to annual domestic netds. France has: teen in this position 

in recent years. Until ‘1952, wheat prices were supported by import restric- 
tions. After that time, a series of three good harvests, together with 
Colonial imports, resulted in an excess, which threatened to lowor prices. 


Provided prices are subject to market factors, the full effect 
of the surplus on prices can be alleviated only through its removal. 
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This may be accomplished temporarily by a storage plan, until subsequent 
harvests are smaller and require the use of the carry-over, or by an actual 
physical removal of the excess, For the purposs of discussion, the stor 
age program, which was only temporarily an attual supply-reducing measura, 
has been included under price~supporting measures. The supply~reducing 
measures were a lowered bolting rate for flour, denaturing, and exporting. 


For two of these operations, fairly definite data are available, 
but on the Lowered bolting rate for floue little exists. In the figures 
shown in tables 2, 3,and 4, the extent of subsidized denaturing and ex- 
portation has been taken into account. When these quantities were sub- 
tracted from total supplies, there was left an amount for "normal" 
disappearance, since actual disappearance was higher because of the use 
of denatured wheat as feed grain. In the "normal" disappearance figures, 
any utilization over the customary ones would be because of reduced 


bolting. 
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Total surplus disposition, as closely as may be approximated at 
present, was as follows: 


Denatured u/ eoereseteseertestens 37,992,000 bushels 
Exported by subsidy .see..+ee.+6 53,049,000 " 
Reduced extraction ..cccesseeeee 8,000,000 * 


Of the approximately 100,000,000 bushels removed physically from 
the market, reduced extraction of flour accounted for only a small part, 
but the idea is of some interest. 


Flour extraction lowered: Lowering the extraction percentage for 
flour requires the use'of more grain for a given quantity of flour or 
bread. For example, lowering the percentage from 72 to 66 requires 9.1 
percent more grain. This reduction was merely reversing the idea of 
earlier years when extraction rates were raised in order to make grain 
go further. The law of July 15, 1922, provided a minimum bolting per~ 
centage, which was instituted by decree in 1927. Authority to move in 
the other direction was provided in a law of December 1927 and instituted 
by decree in 1932. The rates fixed from time to time were as follows: 


Decree of: 
November 20, 1927 - Minimum extraction rate fixed at l kilo less 


than the specific weight. 
December 5, 1928 - Previous decree suspended. 
September 27, 1932 - Maximum extraction rate limited to 66 percent. 
December 11, 1932 - Preceding deeree suspended. 


4/ actually there were 41,666,000 bushels denatured but 3,674,000 were 
exported. 
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September @, 1934 - Maximum extraction rate fixed at 11 kilos 
below specific weight of the grain milled. 
January 16, 1934 - Maximum percentage fixed at 12 kilos below 
specific weight but could not surpass 65 percente 


Law of: 
December 24, 1934 ~ Previous provisions abrogated. 
August 15, 1936 - If necessary, the Central Council will fix the 
rate of cxtration for flour. 


Various authorities disagree on the question of extraction.5/ It 
would appear that average extraction in France et the present time is from 
72 to 74 percent for the larger millse For country districts where ex- 
change and custom milling is the usual practice, a rate of 70 percent is 
used in calculations. This percentage may be a little under the actual 
extraction, the miller retaining any extra amount as part of his feee 


Over the 10-year period 1926 to 1935, the average specific weight 
of grain harvested in France was 75636 kilos per hectoliter. Taking 
this, less an allowance of 2 percent for impurities, one arrives at 
7336 as the extraction rate if the extraction is accepted as equivalent 
to the specific weighte The figure of 66 percent fixed by the decree of 
September 1932 would cause a decrease of 723 kilos compared with the 
average bolting and require ll percent more grain for a given amount of 
flour. The decrees of 1933 and 1934 wero more drastice 


The plan ir principle is an easy means of utilizing more wheat, 
and the only point to be examined is whether or not it will work and 
have the desired eftect on the priCe levele Since it must increase the 
cost of flour, unless wheat prices are to be lowered to the extent neces~ 
sary, millers and purchascrs of flour must be compelled to accept a 
regime inimical to their owm interestse A problem of enforcement is 
thereby created, making necessary a control or check on each of the 
thousands of mills within the country. 


The first decree wes short as to text and stated merely that the 
maximum extraction was fixed at 66 percent. Adequate control was not 
possible under this decree, and the system was dropped after 2-1/2 
months e 


5/ "economic Nationalism in Europe as applied to Wheat", Wheat Studies, 
Food Research Institute, Stanford, vole 8, noe 43 Je He Shollenberger, 
“Bread Production and Trade in France", Foreign Crops and Markets, 

vole 31, noe 6, August 5, 1935; "Le Ble et le Pain en France; Qualite ou 
Quantite?" Ste. d'Etudes et d'Informations Economiqes, Paris, supple to 
Bulle Quotidien noe 282, December 12, 1934. 
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The next attempt was made by the decree of September 6, 1533, 
after the surplus in Frence was senerally known and steps cenanced for 
flet rate was avoided 
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d non-observance as far as possible, the procedure was 
ede Baking flour could not to a bakery ex- 
2 bearing certain labels giving extraction rates, a 
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record of operations hac to be kopt, and so on. Lowgrede flours con- 
stituting 2 surplus over tne naximua rate had to be denatured. It was 
provided that exccpticis covld be made for millers doing custom milling 
exclusively or grinding culy the grain of bakers who exchange bread for 
ases, *he amount of wheat was tc be delivered directly 
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by the producer to the miller or beaker and was not to be in excess 
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hat required for family conswmtione These exceptions were granted. 
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operated fully, approxima 
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t 6,000,000 bushels extra vould have bee 
removede Monthly grindings are a disputed point but ave probably in 
the neishtorhood of 22,000,000 bushels, of wmnich a portion is exchange 
or custom milling in rurel districts, lcaving epproximetely 14,700,000 


_ 


ushels on which reduced extraction could operatee In the 17 months 
f the second period of the regime, an increased quantity of 10.8 per- 
" : 


t would have resulted in the extra use of nearly 27,000,000 bushels. 
ust how much it did remove, no one knows; but it was certainly only a 

minor fractione A figure of 8,000,0CO, as shown above, is adopted 
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The fact that the extraction rate of only the larger millers 
could be readily controlled introduced an element of discrimination 
in the milling industry, since those who were observant of Government 

S 


regulations met impossible competition from those who were note It 
now appears that a consideradle shift in milling took place from the 
large central mills to the smaller country mills and that late in 1934 
flour from outlying points was sold in Paris at rates that Parisian 
millers could hardly mest. The Government, observing the lack of ef- 
ectiveness of the measure, as well as the considerable inequities and 
trouble created, abolished the system by the law of December 24, 1934. 


Denaturing an important features Denaturing wheat was an im- 
portant part of the valorization plane To reduce millable supplies 
enc remove them from channels of human consumvtion, grain was treated 
or processed to render it fit only for livestock feed. The price of 


wicat for milling vas well above the price that’ could be paid for ‘its ; 
use as a feedstuff, and premiums consequently had to be paid in order i 
to compensate holders for the price ciffcrence and induce them to de- § 


neturé. their grains 
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Authority for denaturing wes contained in three lawse Many decrees 


were issued from time to time establisnine tne conditions and control of 


denaturing or changing the amount of the premiume In theory, the premium 


rates were not to exceed the difference beotweer the official price of 
wheat and that of secondary cerenlse Most of the denaturing was done on 


the basis of a premium of from 40 to 50 francs per qiintal (50 to 63 cents 


per bushel; 1 franc = 4065 conts). 


On a crop-year besis, the amount dendtured, as closely as can be 
determined, was 41,666,000 bushels, as follows: 


193334 @tecerereaeseses ee 14,329, 000 pushels 
193435 @@eeeevu@eve tees 20,907,000 " 
1935-35 Seeeeoososoees §,430, 000 n 


In handling this quantity, ea good deal of valuable expericnce wes 
gained by the authoritiese By the end of 1934~35, scund methods and 
controls hed been found. S§feverrl formlaa were vsed: mixing with mo- 
lasses, staining 4 percentage of the kernels with eosine red or methyl- 
ene blue, and staining the mass of the grain with methylene bluce The 
molasses plan was abandoned carly and chemical stains usede Fosine was 
found to lead to fraud, as it did net stain intensively enough ani come 
mills were equipped with weshing and conditioning apparatus which could 
remcve the dyee 


For both eosine red and . methylene blue the earlier systems re- 
quired only a percentage of kemels, urcually 5 percent, to be stained. 
A given weight was stained separately end then mixcd with the mass of 
grein to be sole as denatured. Here again, however, methods of evasion 
were founde Finelly the Government required that only medicinally pure 
methylene blue of a certain staining power be used and that the rhole 
mass of grain be snraved with the Gye, as successi‘re mixing and epreying 
enables a thorough coloratione Purity of tne dye was necessary since 
impure chemicals could be remcved by washings. “hile there wes soine 


fraud, it could not have be@ «anre ta2n a minor percentage, which steadily 


Gecreased as better methods of denaturing wore evolved. 


The system had the merit of actually removing the grain from milling 
charnels and relieving the merxete It wee well controlled and supervisad 


under the system finally developed. Its disadvantages were its cost and 
competition with secondary cerreclse No deta of a final character have 
becn issued on the cost of the wheat progran, mt such as arc wailable 
indicate denaturins costs in excess of 500,000,000 francs, or “init costs 


of ebout 45 francs per quintal, equivalent to 57 cents per bushel (1 franc 


4.66 cents). During most of the period, French wheet was worth about 
SO francs per quintel in the exnort market, or 38 cents per busrel. The 
second principal disadvantage ~ competition with secondary cereals - is 


@ serious onee France preduces simificant quantities of oats and barley 
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and small anounts of vys, corn, and buckrhest, of whicn conggeataael “re 
alco made, out with the exception of Inde-Chinese rice the dones*ic 


producer is protected by tariff 

It is true that wheat produced and denatured tended in ea small 
measure to keep down the amount of land evailable for secondary cercels, 
but the placing of a large amount of cenatured wacat on tho marcct 
proviced strong competition for othsr grains 


A) Xe 


All the denaturine carried out was by authority of the laws passed 
up to December 34, 1924. As mentioned carlier, new means were proviced 
for in the decree laws of October 1955. These were superseded bv the 
law of Avguct 15, 1936, whienset up the National Thent Poard. During 
1936=37 there has been no surplus problem, and amy action to be taxon » 
uncer the new regulations is — on future cevelopmentse “he exact 
manner in which it will be kancled is not yet cctermined but the prin- 
Ciple is outlined in the lav as fcllowss ; 


"In case of en excessive crop, the Central Council will detcr- 
mine the quantity of surplus wiest to be exnorted or stored 
end the dates on whici: these opcrations ‘vill begin, these sur- 
pluses being turned over to the cooperatives and then throuch 
their intermediary to the Wheat Office at a differential price, 
which ~ill oc fixed by the Cerntrel Council cf the Officee" 
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and furthers 


"Beginning from the crop year 1938 a production quota corre- 
spondine to his normal rotation of crops wiil be placed on 
each producer selling more than 50 quintais enc the surolis 
will be provided, according to a sliding scale establishoc by 
the Central Council of the MWheat Office, by those procucers 
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who have exceeded the esteblished quota. However, in the case 
of 2a tenancy system shis cuota mud for effect in any «ray 


the rotation of creps of the tenant miose landiord has sold 
more than 50 quint< ‘ise 


"In the course of the crop year and aecerrding to the latest ; 
indications it received as tc the yield of the last crop or 

the prospects of the next one, the Wheet Office may deci4 
an increase or 2 diminution of the quantities to be nieavhed 


_ 


stored, or imported." 


S 
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These measures are ready for use in denaturing if a surplus of 
wheat in Frence again becomes 2 probleme . 


Subsidization of exports costly; The third surplus-reducing mea- 


sure was exportation. With the price level existing during the verioé of 
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activity, this covld be’ accomplished only by granting ecnerous subsides 
or premiumse Even more extensive use wee male of exportation than of 
denaturing, and from July 10, 1938, to the ead of 1935-36, 53,649,000 
oushels were disposod of in this wave 


Such exports were authorized in the low or July 19, 1933. Finan- 
cial resources were also provided aiid lator gupplemented im the law of 
December 1934. Of not quite the sawe chayecter, but of importance, were 
the exports made uncer euthority of the lan of Decembes 1, 1929. This 
latter provided for a retuburrement of bond or custom cuty for exports 
of wheat imported during the year 1923. ust what quantities were ex- 
ported under these provizions is diffichlt to dctermine. They appear to 
have been about 14,680,000 bushels in 1929-30 2: né 1,600,000 oushels in 
1930=31. This moverent in 1929-30 and 1950-51 may de sefendad by the 
argument that excess imports were permitted in 1929 before the crop could 
be determined anc that reimbursement of duties upon eqorttation merely 
permitted a restorAtion of a exund cupply situation without cost to the 
natione This is somewhat different from the practice after 1933, which 
was dumping.e 


As previously mcntionod, subsidized exports amounted to 53,649,000 
bushelse They were limited to this quantity by the evuilability of 
funds and the obligations underteker under the International Theat 
Asrcemente From the end of 1929 to date, supplies within France have 
been reduced, through cne form or another of suveidizee exports, by 
some 70,900,000 bushels, a not inconsiderable amounts. The measure was 
valid within the limits of funds provided end did not create immediate 
comestic supply problems, as did deraturing. 


Control wes easily carried out, the customs officials certifying 
the shipment and the anthorization being subdsequently paid. Tne second 
phase of exporting, after July 1933, was made possible by attractive 
premiums. The rcinbursenent in 1929 and 1930 would not have succeeded 
as well as it did had not the nixing regulations squeezed holders of 
foreign wheat and allowed them little opoortunity to use it within France. 


The main disadventage was the cost. The high domestic prices 
required the payment of high premiums to induce exnortation. The de- 
cree of September 22, 1933, es*seblishing the first premium, set a rate 
of 80 francs per quinteal. This was modified on a ‘number of later oc- 
Casions, the rate generally being 65 to 709 frencee The average cost 
has teen celevilated at “sligntly over 75 frencs ee cuintal, or 95 cents 
per bushel. Such a sutsidy, whou the same wheat brought only 28 to 30 
francs (about 38 cents per bushel) on the cxport market, wes obviously 
EXponsivee 


There were no repercussions from other countries in regard to 
the French subsidy cn exportse France was operating witpin the frame~ 
work of the International Wheat Agreement and with the consent of the 
Otner nations. 
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As far os Prancé was concerned, ths export feature of the val- 
Orization program was successivul ~ at a price. For the future, France 
may again enter the ranks of eyporters by acquiring farmers! grain at 
less than the domestic price for purposes of cxport, as outlined dy 
the text of law quoted above, tut there is no guaranty that some form 
of subsidy may not be involved in export gules. 


Control of Domestic Production 


Apart from regulating foreizh trade, the principal means of re- 
stricting supplies is by controllins or limiting the auount produced 
each year within the covatry. I¢ has not yet been shown that a perma- 
nent control over prediction is desirable in France. Normally an in- 
porting nation, a few years of lurge crops eanbled France to supply 
domestic requirements. This regulted, however, from very favoravls 
weather conditions, The anal] crops of 1935 and 1936 have again placed 
the country on the verge of an import nosition. 


In the main, production can be regulated only by control over 
the planted area. Under present concitions in France, given "normal" 
weather, it is probable that necessary requirements could not be con- 
sistently obtained on thse argos recently planted. A series of two or 
three good or bad years could result in heavy surpluses or deficits in 
supply. 


Limitation of plantings: The legislation enacted to control 
production was mild in nature up to the decree laws of October 1935. 
The primary aim of the measures was valorizetion end support to the 
income of the wheat producer, and Parliament probebiy cculd not, under 
the intentions avowed, provide for mech restriction in production de~ 
cause of the strength of the agricultural opposi*ion. Furthermore, 
such reduction did not appear desirable in the lights of tue political 
Situation in Europe at that time. The efforts were therefore directed 
toward preventing a further increase, although they were given the am 
bitious appellation of "permanent strengthening" for tne wheat market. 


The first step in restricting production was talen by the law 
of December 238, 1933, which reads in part: 


"It is prohibited to grow wheat on land which bore tuis 
cereal the preceding year." 


Certain penalties were provided. A year later the law of 
December 24, 1934, carried further restrictions, as fcllows: 


"It is prqhibited to sow wheat on arsas lergcr than those 
established by local custom for the rotation of crops. 

It is also prohibited to cultivate wheat on soil which bore 
wneat the preceding year, except in regions where this 
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practice is traditional and with the reserve of en area 
of one hectare for family consumption. 

“Finally, it is prohibited to increase the area sown to wheat 
to more than the average of the 3 preceding years. dHow- 
ever, for tha 1935-36 crop year, this average shall be 
calculated on the basis of the 2 preceding years." 


Penalties were again provided on an increzsed scale. A further 
article read as follows; 


"The Governnent by “‘ccree of the Council of Ministers may 
revise ‘and limit the list of varieties of seed wheat 
which may be put up for sale." 


The above provisions continue on the statute boo'zs and may be 
considered to have been. in effect in recent years. In ‘he winter of 
1937, for exemple, the Wheat Board issued a circlicr ro:.inding produc- 
ers that such laws were in force and should not de viclstod. 


There were two other sets of reguletions that may bo taken as 
partly directed toward influencing production. Under the decree law 
of October 1935 and that establishing the National Wheat Board, means 
of surplus disposition are provided, which penalize surplus production. 
They have not been operative, however, and have not yet had an influence 
On production. Their effect would be confiscation of the surplus or, 
under the system now in use, differentially lawer prices for the sur- 
plus. In the long run, they would mean a smaller return per wit for 
the farmer and the same purpose could be obteined by lower fixed prices 
generally. 


As regards the control of area, the action taken in 19434 could 
not be expected to effect plantings to any great extent. France has a 
system of polyculture, wheat frequently forming a part of the crop ro- 
tation. In a few areas wheat is grown extensively es e major crop, but 
the mass effect of: any changes in such srezs. could be little since they 
would be compenseted for by changes in other regions. Mereover, the 
law became effective at the end of the celendar yeer 1934, when winter 
whoat had been planted, end therefore could not cause much change, as 
spring plantings contribute only a small percentage of the totel. aAc- 
tually, according to the Government crop estimates, spring plantings 
for that crop year snow a decided increase over the previous seasons 
(see table 7). In point of time, one is brought to the provisions of 
the law of December 24, 1934. As in the preceding year, the measures 
were enacted after most of the crop was in the ground. The new regula- 
tions appeared to give more extensive control, but several points which 
lessened their force must be taken into consideration. 


The prohibition against sowing areas larger than those estab- 
lished by local custom is of little velue. In the first placo, it would, 
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f enforced, prevent an increese but would not effect a “permanent 
strengztheninz." Further, local custom is hard to define end to put in. 
to quantitative terms. Finally, the enforcement of such a law is prob- 


lematical. 


The prohibition clause of the law of 1933 was incorporated in the 
new lesislation, but exceptions were granted which tended to remove its 
force. To prohibit "the cultivation of wheat on soil xhich bore wheat in 
the precedinz year except in resions where this practice is traditional, 
end with a reserve of an area of one hectar2 for family consumption", 
means little under Freuch conditions of culture. The final method of 
limiting plantings - the prohibition of sowing more then the average of 


he S preceding years ~ has the merit of being definite and quantitative. 
Sut it is subject to the same weakmess as e211 the prohibitions, namely, 
lack or enforcibility. So far as can be ascertained, little effort has 
deen madé to see that the provisions of the law restricting plantings 
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control of seed supplies: The control over seed use likewise did 
not prove practical It was thought possible to reduce production and 
improve the quality of the wheat at one and the same time by restricting 
plantings to a chosen list of varieties. It was said that control would 
be easy, since most sales of seed are in the hands of a few relatively 
larce firms. But as a matter of fact, the farmer provides himself with 
a larzce portion of his seed wheat, and any sudden restriction results 
merely in his providing all of his requirements or buying from his 
neighbors. 


Table 7. Area and production of wheat, 

1912-13 and 1926-27 to 1935-36 : 

Area . Preduction 

Year May 1 estimate : Total : Prelim . Final : 

Winter Spring Total sharvested: inary : ‘ 

1,000 1,000 1,000 1,000 : 1,000 : 1,000 

: acres : acres acres: : ecres_ ;: bushels ; bushels 

1912-13..: 15,638: 528: 16,166 : 16,166: - : 319,368 
1926-27..: 12,706: 269: 13,065 : 13,065 : ~ : 276,126 
1927-28..: 12,392: 564: 12,956 : 12,956: - : 281,283 
1928—29..: 12,956: 380: 13,336 : 13,336 : - : 337,250 
1929-30..: 12,765 514: 13,279 : 13,279 : 231,118 : 228,104 
1930-31..: 11,799 1,115; 12,914 12,840 : 269,630 : 264,116 

1931-32..: - 12,973 456: 13,429 : 13,429 : 331,356. ia/ 363,750 | 

1932-53..: 13,311 192: 13,503 : 13,503 : 338,663 : 362,328 

193%34.-: 12,863 33S: 13,202 : 13,354 : 307,150 : 338,511 : 

19%4=35..: 13,091 143: 13,234 : 13,251 : 278,765 : 264,949 : 

1935-36.. 12,469 242° 12,711 - * 244,349 : - | 


a/ Not official. 
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| Production control had little effect: In table 7 the final area 
for 1933-34 is recorded as smaller than that for 1932-33. This fact 
cannot be attributed to tha law of December 1933, for winter plantings 
were already in the ground and spring plantings showed a substantial in- 
crease. In the following season, under the same law, fall planting in- 
creased over the previous season. Then after the law of December 1934, 
spring plantings were smaller. For this, however, a mich more reasonable 
explanation than the operation of the new regulations can be given: 
namely, the inverse relation observable between winter and spring sowings. 


It is true that the area has successively declined each year since 
1932=33. The 13,503,000 acres of that season were, however, the largest 
area in recent times, and a decrease was natural, rom 1932-33 to 1933-4 
the decline was ‘slightly over 1.1 percent; from 1933-M to 1934-35, less 
than 1 percent; and from 1934-35 to the preliminary fizure of 1935-36, 
slightly over 4 percent. The slight declines in 193-34 and 1934-35 from 
the 1932-33 acreage are not significant, and the cren in 193536 showed a 
decline, principally because of extensive damage from floods in the spring 
of 1936. 


On the whole, the legislation for direct control of area enacted 
since Decembor 1933 has not been an influencing factor. The reasons are 
quite plain. It provided no incentive to producers to reduce their 
plantings; its prohibitive features were not readily enforceable; and, 
finally, the administration does not appear to have been adequate to 
attempt serious enforcement. 


The storage program 


The various measures of storing wheat were complicated and intro- 
duced no little confusion into the grain trade. Two ideas were employed: 
carry-over from one year to the next and "stockaze", or storing during 
the crop year. ‘The first was to take grain off the market for carry-over 
into the following year, the thought being to valorize it during a sur- 
plus season and reduce imports in years when a deficit occurred. Un- 
fortunately the deficits did not occur at the time when they were most 
desired. The second grew out of the idea of orderly marketing. It was 
said that prices for wheat. always fell radically at harvest time because 
of too large offers and rose to higher levels later in the year. By a 
stockage program it was expected that offers could be "reduced" early 
in the season, the stored grain to be sold later and the average price 
for the season raised. In the later years of the program, there was not 
much distinction between the two ideas, stockage at the end of a crop 
year becoming carry~over into the following season. Apart from the first 
2 years, when few contracts were made for carry-over, the whole storage 
program can be considered as a unit. 


The first method was for the direct constitution of stocks by the 
Government. In 1930 the construction of permanent depots was authorized 
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and the construction of a series of other warehouses for céreals encour- 
eged. While this was done by private individuals, the price of the stored 
wheet was suarunteed threugh the Quartermasters Corps. In September of 
sume yeur, it was decided that. storing by agricultural groups would 
be desirable sand shonld be encouraged. These groups are a type of 
cooperative and under the laws of France could be quickly and rather 
easily organized. To induce stockage by them and the siging of the con- H 
tracts by which the holders were bound ¢o sell on a gradual scale during 
the season, a premium was paid. Once this program got under way it moved 
quite rapidly, for a minimum price guaranty was also provided. Under the 
conditions existing at that time (1930 and 1931), it was apparently quite 
successful. But after the crop of 1932, such large amounts were left 
for carry-over into the following year that additional action had to be 
undertaicen. 


With a free wheat market and sufficient funds for storage pro 
miums, there appears no outstanding reason why the program should not 
have been carried throush a series of years with moderate success. In 
July 1933, however, fixed prices were instituted, which greatly compli- 
cated the whole sitwation, for the old carry-over grain had to be forced 
into consumption. To do this, the Government decreed obligatory percent— 
azes of the various categories of grain which millers had to employ. 
This type of regulation grew increasingly complicated as surpluses from 
successive crops piled up with various prices in effect. In the fall 
of 19%4, for example, millers had to use a given percentage of 1932 and 
1933 carry-over wheat at 131.50 francs per quintal, a percentage of 
19@& stocked wheat at 108 francs per qiintal, ang could purchase for 
the balance unstocked wheat presumably at 108 francs. Later there were 
three different prices. Under these conditions the system was difficult 
to manage and the picture of its activity is clouded by other factors. 


The quantities for which stockazge and carry-over premiums were 
definitely paid for some years are shown by the following data: 


Crop of year Storase. contracts Carry~over contracts 
Bashels Bushels 
39RD .sccancvceeoe “2 308,000 - 
| re see 5,303,009 - 
L9GS ..eeeeeeees 10,762,000 ..--e.seee0- 20,826,000 
Pe ee ee Ree re -. 79,780,000 
i eee BO gO GOGO... 0» v0.95 + weielo - 40,400,000 


a/ Later data not available. 
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The provisions relating to storage premiums and the possibility 
of requiring millers to use various percentages from the different crops 
and of controlling the amount of such stored wheat marketed each month 
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remained as part of the wheat lews. Something of a new departure took 
place under the National Wheat Board in 1936, since most of the grain 

is now handled through wheat ccoperatives at fixed prices and a scale of 
marketings required. 


Stockage unnecessary with fixed prices: fhe two main divisions 


of the storaze scseme —- that is, stocking during © season and carry-over - 
did not work out to equal advantage. First, the ctockage within a season 
was superfluous during che time in which fixed minimum prices weve i 
fect. Such stockage was supposed to limit supplies early in the season 
and thus stnport prices. As prices were fixed from July. 1923 to December 
1934 for all wheat and after December 1924 for some of the stocked wheat, 
the stockage was merely an added complication, unless it is to be ad- 
mitted that fixed prices were ineffectual, in which case storing mizht 
have had some infiuence. This ponsi vi¢ influence was largely attenuated, 
however, because of the change in millers! buying habits. 


Prior to the storage program it wes the general practice for 
millers to keep sufficient wheat on hand to supply requirements some 
time in advance. When the Government required the use of certain per- 
centages of stored or carry-over iwheat and the percentage changed from 
time to time, millers were afraid to accumulate stocks of any given 
Class Of grain, since a cheaper class might soon be allowed more exten- 
sive use. The storage prozram therefore changed to a degree the holding 
of grain from fermers, dealers, and millers to the coonsrative groups. 


After the fixed prices were removed on one class of srain at the 
end of 1934, the stored wheat should have played a role in price sunport 
through the regulation of supplies. The point discussed above, however, 
played an important part in keeping prices cow. Millers were not eager 
to buy "free" wheat when the percentages of 1933 cerry-over and 1934 
stocked wheat might subsequently be raised. Similarly they did not buy 
extra quantities of the stored wheat, for if the percentages were to be 
lowered the; would lose. This may be cherged in part to the lack of an 
announced policy on the part of the directing officials. It appears on 
the whole that the stockage program was mainly ineffectual as a price- 
supporting measure, combined as it was with other measures. 


Carry-over plan successful: Insofar as stockage became carry-over, 
the program was partly successful. Carrying over wheat from a surplus 
year to the next season was done in the hope that the next season would 
permit the utilization of the excess. If no control over production is 
provided, this procedure is merely gambling with nature at unknown odds 
In the case of French wheat, the carry-over program was for a time a 
losing game. From 1931 through 1934, production exceeded requirements, 
and even in 1935 when the crop was small a surplus of domestic grain 
existed because of the carry-over from earlier years. Partly as a result 
of the small 1935 harvest, but mainly because of the short 1936 crop, the 
surplus was finally used up. 
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Another troublesome feature of the storage program was increased 
wastage and greater exoense of storage. It has frequently bean charzsed 
by the trade that storage by the cooverative grouvs was vnnatural in that 
such organizations were definitely fostered by the Government and could 
not compete in ordinary ¢ommercial storage methods, either professional 
warehousine or farm storage. It was maintained that inability to com § 
pete indicated abnormal costs which would not have been borne by the ; 
grain had the Government not given financial encouragement in the form 
of storage premiums. Balance sheets of some storage cooperatives that 
have been published show heavy chargss to farmer members, but these may 
not be true of the whole group of cooneratives. It does appear, how- 
ever, that the growth of storing by quickly organized agricultural groups, 
generally not possessing adequate facilities, has been an expensive 
method of doing business. 


Because facilities were not of the best, there has undoubtedly 
been a greater desree of wastaze than normal. The mere fact that erain 
was heid over for several seasons caused losses. During the fall of 
19% there was still some grain left from the 1932 harvest. 


Granting that the subdsidized carry-over was a gamble and tha 
costs and waste were above normal, the storage program had definite 
elements of value. Stocks carried over under contract and for which 
the sale was regulated by Government order could for a time be removed 
from available market supplies just as though the grain had been dena- 
tured or exported. The carry-over from the 1932 crop was not large, 
but contracts covering 80,000,000 bushels from the 1932-33 and 193%-% 
crops for carry-over into the 19%-35 season are significant. 


Several years went by before the carry-over could be used with 
profit, but storage, together with the security stock, permitted carry~ 
Overs that in large part were firmly held, thus reducing tneir price 
devressing influence. When finally short production of grain required 
the use of stocks, the difficult foreign trade position of France was 
eased to the extent that foreign purchases were not necessary. 


The exact cost of the program is not knom, but in total it was 
something over 220,000,000 francs, apart from the security stock. Com- 
pared with this, the export program from July 193% to August 1935 re- 
quired more than 980,000,000 francs. 


Denaturing would have been less costly than exporting but its 
use would have been far more expensive than subsidizing carry-over. 
It is not possible to compute per~bushel per-year costs of storing, 
as definite data have never been released, storage contracts were 
converted into carry-over contracts at year ends, and other operations 
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intervened. The carry-over part of the policy did not work out freely 
or exert the influence for which it was designed because fixed prices 
were in effect. As a measure, however, its usefulness was shown after 
fixed prices were removed. Had there been no restrictions on marketing 
in the early summer of 1935, a debacle would likely have occurred. 


Government security stocks: Another part of the wheat storage pro~ 
gram was the so-called security stock set-up under the law of December 24, 
1934, whereby ths Government proceeded to purchase and withhold from the 
market under certain conditions a quantity of 22,000,000 bushels. Pur- 
chase Of this was made through the Quartermasters Corps of the army and 
the grain wes presumably to be used for military supplies unless a dis- 
tinct shortage showed that it was advisable to sell it on the open market. 
Of the 22,000,000 bushels, about one-half was purchased as free wheat 
and about one-half as stored wheat. Difficulties of conservation devel~ 
oped, and eventually a large portion of this stock was disposed of or 
exported under a complicated export arrangement. This was an expensive 
operation, since the grain was purchased outright by the Government for 
nearly 510,009,000 francs. Not all this amount can be charged directly 
to the wheat progrem, for such supplies are a part of military provi- 
sioning and, in addition, some of the cost can be attributed to national 
security. 


On the whole, the carry-over program succeeded; and, while a num- 
ber of years passed before eny of the surplus was required, it enabled 
the use of domestic wheat at the time needed at less cust than that at 
which some of the surplus was disposed of by other measures. In evalue 
ating it, one must keep in mind that it formed part of e scheme to deal 
with the surplus and to valorize the several harvests. 


The production position of France makes a carry-over program 
feasible where it might prove quite unsuccessful in a country normally 
an exporter. France, normally an importer or at least a nation in which 
crop shortages are likely to develop and in which a protected price 
level usually exists, can afford the cost of storage much better than 
an exporting nation. While in surplus years it is frankly a valoriza- 
tion scheme, it is not so in deficit years in France. It does not par- 
take of the economic hazards involved in price level changes that occur 
in a normally surplus country, except when used as a type of insurance 
against price changes, in which case it becomes an insurance scheme 
rather than a surplus-control plan. 


ce i 


The outstanding move to valorize wheat in France was the fixing 
of minimum prices. As the term implies, such prices were those below 
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which no transections in wheat could be made. The rates were fixed by 
law with little regard to supply or other market factors. 


Two periods must be distinguished in the fixed-price system of 
France: first, the main period up to the law of December 1934 and, 
second, the period following the establishment of the National Wheat 
Board. During the first period, the efforts were clearly those of val 
orization in keeping with the whole program; but, under the Wheat Board, 
political considerations resulted in fixed prices in 1936-37 lower 
then those that might have ruled in a free market. The whole organi- 
zation and philosophy of the two periods differ, and they are therefore 


discussed separately. 


Price fixing prior to December 1934: The first establishment of 
a market price for wheat was accomplished not only to comply with popular 
farm demand but also to help the Government out of an ewkward situetion 
in its carry-over scheme. At the beginning of the calendar year 1933, 
in order to sustain the market and to encourage the storage program, the 
authorities decreed that wheat stocked under contract could not be sold 
below a certain price. This price wes guaranteed by the Government. It 
began with 109 francs per quintal following the law of Jamary 26, 1933, 
and was raised to 115 francs by a decree of March 8, 1933. As these 
rates were above the price for free wheat, producers signed contracts 
readily and the State gave guaranty on 20,800,000 bushels. Open-market 
prices continued to decline, however, and the Government had to decide 
whether to pay its obligations, which would have cost a great deal, or 
to abandon the fixed price, which would have further lowered the market 
and ruined a large number of agricultural cooperatives. 


Eventually minimum-price obligations for all wheat transactions 
were established by the law of July 10, 1933. The first article stated; 


"For the period from July 15, 1933, to July 15, 1934, the 
Minimum price below which a quintal of wheat destined for 
human consumption may not be sold is fixed at 115 francs 
per quintal. This price will be increased by 1.50 francs 
per quinteal on the first of each month, the first increese 
being applicable on September 1. This price is exclusive 
of all expenses of brokerage, commission, or transport. 

It applies to wheat of sound, merchantatle quality, of a 
specific weight at least equal to. 76 kilos per hectoliter." 


With prices thus fixed and increasing month by month, it was thought 
desiratl e to provide that wheat carried over into the 1934-35 year should 
contime to be supported. By the law of December 28, 1933, that of July 
wes modified to allow the minimun price of 131.50 francs per quintal, 
which would be reached on July 15, 1934, to apply to all the surplus of the 
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1933 crop not otherwise disposed of by July 1, 1934. A further change, 
was made at the boginning of the 1934-35 year, when by a lew of July 9, 
1934, the minimum price was fixed at 108 francs for wheat of a specific 
weight of 74 kilos. At the beginning of the 1934-35 year, then, there 
were two prices prevailing: 131.50 francs per quintal for the wheat 
carried over from 1935, and 108 francs for 1934 wheat, either stocked or 
free. 7 a3, 


The last change in price legislation was the law of December 23, 
1934, which abolished minimum prices on free wheat. Such pegged rates 
could be reestablished by. decroe. The law maintained the price for 1933 
carry-over wheat, but a drop to 97 frencs was made for 1934 stocked 
wheat. To carry out its obligation to maintain the price of stocked 
wheat at 108 francs per quintal, a grant of 11 francs per quintal was 
made on helf of the 1934 stocked wheat. Presumably one-half had already 
been consumed and by this grant the other half would realize 108 francs. 


During the period January to June 1935, there were only two 
prices, since the 1933 carry-over had been exhausted. The rate of 
97 frances for 1934 stocked wheat wes not applicable after July 1, but 
a price of 88 francs per quintal for such wheat was continued by a separate 
operation, while free wheat continued to enjoy an open market. 


A number of reasons why prices should be fixed were advanced when 
the law of July 10, 1933, was under discussion. These need not be gone 
into, but it is interesting that the rate was set at 115 francs, exactly 
the amount of guaranty on the carry-over grain, and that it was called 
temporary and exceptional in character. 


Fixed prices led to abuses: Results of this measure of valoriza- 
tion were what might be expected. Naturally enough, when farmers needed 
cash badly and could sell readily only by accepting discounts, then dis-~ 
counts were acceptad. 


Many a ruse was employed to circumvent the law: More grain was 
delivered than necessary; secondary cereals were included as a "gift" 
when wheat was sold; transportation was peid by the seller; the seller 
agreed to buy at abnormal prices the fertilizer or other products of 
the purchaser. Secret rebates and all the other tricks were used. Not 
the least were outright sales at less than legal rates. Wheat thus sold 
quickly became known as "gangster" wheat. 


Naturally enough, no complete record of "gangster" activities is 
available, although during June 1934 the "Bulletin des Halles" gave daily 
quotations on "zangster" wheat. As illustrative of the difficulties 

between official and "gangster" rates, many quotations have been sought 
out and classified in monthly ranges. This series of "gangster" prices 
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is given with the market prices in table 8. The fixed prices were 
to be paid at the farm. During this period, the market at Paris 
also gave quotations, but they were based on the official rates and 
did not reflect true conditions from July 1933 to January 1935. 


Widespread "gangster" sales - publicly admitted in the Chamber 
of Deputies - higher than necessary bread prices, and signs of a break~ 
down in the whole system led to a partial abandonment of the scheme in 
the law of December 1934. 
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Table 8. Market quotations and "gangster" prices per quintal of wheat, 
May =~ December 1934 


‘ Prices as fixed ‘Paris market: 
‘ . e i tt 
1934 by jen price, —. 

: 1932 and «6: 1934 crop ; Official ; prices 

1933 crop: : quotations : 

‘ Erancs : Francs : Erancs ; Erancs 
MAFssccccsesevesevees - S08s80 | { 180.80 : © 85-95 
JUNO ese eerrecesecece: 131.00 : 132.00 95-105 
TULYs cccccvccccscecs: 131.50 ; 108 121.80 : 85-100 
AUZUSb sc eseccevescce: 131.50 : 108 = ;)——s120.00 : 84 
September....ccevees! 131.50 : 108 110.00 : 89 
rs, 131.50 : 108 110.00 : 
NOvVeEMDEYr.. sc cccceece: 131.50 : 108 111.00 . 80 
December. eeeeveaee eee 131.50 : 108 : 80.00 65-75 


. 
i 


1 quintal = 3.67 bushels; 1 franc = 6.6 cents. 


Insofar as the price-fixing feature of the valorization scheme can 
be considered apart from the whole, it may be said to have been costly 
to the consuming public, to have created inequities among members of the 
industry, and to have brought on a more general disregard for law ob- 
servance. The most that can be said in its favor is that it probably main 
tained average returns at a higher level than otherwise would have been the 
case. In spite of mich illicit trading, a large portion was sold at or 
near the official market prices and returns to agriculture as a whole 
were thereby reised from what they would have been under a condition of 
free competition on the domestic market. 


Price fixing reinstituted under Wheat Board: Both economic and 
political considerations are involved in the second phase of price fixing. 
During the 1934-35 crop year after the removal of fixed prices in December, 
the market fell somewhat but remained more or less steady in the spring 
months. While the 1935 crop was of deficit proportions, carry-over and 
colonial supplies were still sufficient to constitute a surplus, and : 
prices fell further in July and August to reach the lowest point in many 
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yearss The market improved during 1935-36 and was around 100 francs per 
quintal before the 1936 harvest. Producers had been hit by the low prices 
of the preceding year and Garnestly desired the return of the artificial 
market, which had been in large part responsible for their predicament. 
These conditions by theselves would probably not have resulted in any 
new legislation, because the 1936 crop was forecast at less than require-~ 
ments and prospects were for a substantial price increase during the fall 
and winter. Existing dissatisfaction with returns, however, made the 
National Wheat Board ac¢eptable to farmers. 


The ‘idea of the National Wheat Board had for several years been 
a part of the program of tne Socialist Party. With their rise to power 
in the Popular Front Government (comprising Radical Socialists, Social- 
ists, and Communists) the plan was put through Parliament. Its original 
form would have eliminated the grain trade entirely, virtually made 
price fixing a function of the cabinet in power, forced all handling and 
marketing to be conducted by cooperatives, and generally constituted a 
throughgoing state socialism in wheat handling very similar to that of 
Italy. The activities and form would probably have been much the same 
under a Right Fascist Government or a Left Democratic Government, ex- 
cept in name, 


During discussion of the bill, the Serate objected to elimination 
of all private commerce, and made price fixing possible by the Council of 
the Wheat Board. These retentions were more in principle than in fact, 
as experience has showm. 


As provided in the law of August 1936, which established the 
National Wheat Board, the price of wheat in France is fixed at point of 
production by the Central Council. In order to do this, a crop forecast 
is made late in June, and at the same time the Council is supposed. to 
determine the amount of wheat that cach producer who has sold more than 
100 quintals (367 bushels) in tle preceding year may deliver for sale, 
This sales quota, as it were, is fixcd as a temporary measure until defi- 
nite information on the harvest of each producer becomes available in 
September. Farmers!’ crop declarations, together with information con- 
cerning stocks, available supplies, etc., help tho Council of the Theat 
office to fix the rate of grain marketing permitted by law. This is 
somewhat similar to the system in operation under the storage and carry- 
over program previously discussed. Under present regulations, it applies 
to all wheat for sale in France and permits a regulation of the flow of 
supplies. 


The principle of price fixing contained in the law rests essen- 
tially on the theory that a certain relation between the price which the 
farmer receives for his products and what he pays for goods is desirable. 
The mechanics of setting the price are complicated, with the central idea 
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being to fix wheat prices in relation to those that existed in a pre-war 
period. The language of the act states: 


"In the second half of August: the Central. Council will examine 
the propositions of the Department Committees and, taking into 
account the size of the crop, will fix the price of wheat at 
point of production, by applying to.the average price of the 
1911, 1912, and 1913 crops, as shown by the official quotations . 
of the Paris market, a coefficient which may in no case be | 
smaller than the coefficient of average increase, as compared 
with 1914, of the weishted index of the cost of living, products 
or objects of currert usage in farming, wagos, and all charges 
against production." 


lie ates sel > 


It is not entirely clear just what this means, and students of 
French syntax have been at some loss to explain it, the point of doudt 
being whether the price will arbitrarily be the result of the coeffi- 
cent applied to the average of the chosen years 2r whether it is only 
one factor to be used along with a second factor, the size of the crop, 
as a basis for the Council's decision. During parlismestary debate on 
this particular passage, the Minister of Agriculture stated that he was 
opposed to the measure, as it would require raising the price by a defi- 
nite coerficient, thus indicating his belief that the price would be 
automatically set. 


The price at the beginning of the 1936-37 season was not set by 
the Wheat Board by using the coefficient, which would have meant a price 
of 165 francs, but at the considerably lower figure of 140 francs per 
quintal. On the basic rate of 140 in September-1935, monthly increases 
were provided of 1 franc per quintal through Jamuary 1937, and thereafter 
1.530 francs to July 1937, making: the July price-153 francs per quintal. 
This scale is for wheat of 72 kilos per hectoliter specific weight. 
Generally, market quotations are on the basis of 76 kilos per hectoliter 
and,. confcrming to previous commercial practice, grain of such weight 
would not be 140 francs but 144 francs, rising to 157 in July 1937. For 
wheat of 59 pounds per bushel, the price scale in France during 1936-37 
would rise from $1.8? per bushel to $1.98 (1 franc = 4.65 cents). 


Objections to the 1936-37 price: Objections to this price scale 
were raised immediately. The Wheat Producers Association voiced bitter 
protest ami their President, a member of the Central Council of the i 
National Wheat Board resigned from it, stating that the farmers had been, 
deceived, that the price was fixed illegally since the coefficient of 
increase was not applied, and that the whole question was merely one of 
penalizing farmers for the bencfit of workers represented by the new 
Government. He stated the price should have started at 165 francs per : 
quintal ($2.09 per bushel). 


: 
t 
2 
3 


veal aee 


French Wheat Policy 29 


Vi 


During the fall months of 1936 there was dissatisfoction with 
the price from orgenized srouns.e. Complaint was not general, however; 
the farmer, comparing current prices with those of the preceding year, 
was pleasede During the winter new factors entered the picture, and 
demands for price increases became general. These new factors were the 
incréased cost of goods and labor anc the increase in the world market 
price of wheat. The Senate finally passed a resolution in mandatory 
terms, calling: on the Liinister of Asviculture to take appropriate action. 


Following Cevrluntion of the franc at the end of September 1936 
and the new labor contracts providing for higher wages and shorter hours 
for industrial workers, prices began to rise. = index of wholesale 
prices covering 126 articles rose from March 1936 to March 1°37 by 
7 poreente That part of the index represented by industrial 2zcods 
rose by 61 percent, the agricultural products by only 33 percent. Fur- 
thermore, retail prices during the same poriod rose by 27.44 percent. 
The increased costs to the’ farmer are readily apparent, and in adcdition 
he was faced with higher farn labor wages and larger family allowances 
to farm workerse These incrensed costs naturally created dissatisfac-— 
tion with the fixed wheat prices. 


The dissatisfaction increased as world wheat prices rose. 

In December 1936, for example, foreign wheat was selling at around 
100 francs per quintal, which together with the import duty and other 
taxes would have brought its price in France to around 187 francs per 
quintal ($2.37 per oushel). It was argued that with a free market 
ries wheat prices would have equaled the above figure. While this 

s problematical, it does appear that, had a free market existed, wheat 
iti would have exceeded the fixed prices during recent months. Such 
prices, however, might heve mernt an incretse in the cost of bread, 
Which would have sudjected the Government to severe criticism from the: 
industrial and consumer groups. 


8 


esults Costly and Only Partialiy Bftective 


The wheat-control program in France, wiils stimilated by economic 
conditions, was partly a response to political ideas. The program as a 
whole was not satisfactory because it provided for no effective control 
of wheat acreace. 


The mest effective part of the prog" appears to have been those 
measures dasigned to control imports, namely, import duties, mixing regu- 
lations, and import licenses. It is probaole that no one of these would 
have proved satisfactory in itself. Taken as a group, however, they 
Were very effective, partly because of their low cost and flexibility. 


Methods of reducing the surplus appear to have ‘been costly when 
viewed in the light of results obtained. Subsidized exports were a 
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definite surplus~reducing measure because they effectively moved the grain 
out of the country and did not allow it to burden any competitive product. 
Its unit cost, however, was tremendous. Denaturing removed considerable 
wheat from the bread-grain market. Its disadvantage was the competition 
set up between the denatured feed wheat and other feed grains. The cost 
of this operation was rather high. As a means of surplus disposition, 
reduced flour extraction was a definite failure, difficult to control 

and supervise, thereby giving rise to inequity and fraud. 


Although acreage control was definitely provided for, there does 
not eppear to have been any serious attempt to influence the area planted 
to wheat. The French farmer was given no inducements, and no appeal was 
made to his self-interest. Only a determined display of force, there- 
fore, could have accomplished a reduction in acreage, but this the Govern- 
ment was reluctant to use. The failure to provide an effective control, 
of acreage was no doubt due in part to the fear of upsetting the social 
order within the country and to the unsettled political conditions exist- 
ing in Europe at that time. 


As consumption of wheat in France is expected to continue the 
decline noted for a number of years, the Government may ultimately be 
forced to bring about some restriction of wheat acrcage in order to 
avoid the problems associated with a permanent wheat surplus. 


That part of the storage program which provided for carrying 
over the grain from one year to the next was successful, and under con- 
ditions existing in France, where production is normally below consump- 
tion requirements, a carry-over program would seem to te the most 

-désirable method of handling the situation in years when a surplus of 
wheat is proiuced. From a practical standpoint, the stockage of grain, 
in other words withholding the grain from the market until later in the 
crop year, is unnecéssary when fixed prices are introduced. 


The technicue employed in the field of direct price control was 
not satisfactory, principally because there was no adequate control 
over supplics, but partly because enforcement machinery was inadequate. 


The fixed-price system, which broke down in 193, does appear to 
have increased returns to whent producers. There was assistance in this 
resvect, however, from the carry-over and surplus-disposition programse 
The cost. of Dread was increased to a greater extent than were the 
returns to farmers, as tread prices were based on official wheat prices, 
the full benefit of which was not obtained by the farmer because of 
fraud and increased trade marginse 
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The cost of the surplus-removal and storage programs was ap- 
parently in excess of 2-1/2 billion francs. If the refunded customs 
duties for the years 1929, 1950, and 1931 are included in the cost, 
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French Wheat Policy 


the total is increased by anothsr 200 million francs. Most of this 
sum was expended during the crop years 1937844 ed 1924-35. As an in- 
dication of the relative cost of the various features of the program, 
estimated expenditures for the major operations up to the summer of 

35 are shown in the following tabulation. 


‘ Francs 
EE G06: 6-6 5 66-8 4640 660000 46% dds ewsbeare 498,044, 000 
BMDOPCAME seccisccccccecosecterseccsecssess 980,625,000 
STOPATS PYOMPEM cecrscccccccsscwcsevecesses 59,000,000 


Security stock TUCE TC TSTLE CRETE TEETER 
TrENspOTG PYEMAUMB .occwesccscccccceseeeeee 10,704,000 
Subventions to colonies ......... eee ete 9,400, 000 


ooo, 


2 . 34 < ?, 500 , O00 


At prevailing rates tai of the above ex 
penditures incurred betwoen July 1933 and the summer of 1935 was in 
C 
i 


ps « 


excess Of $115,000,00C, and an aiditional $10,000,000 was expended 
between 1929 and 1933. There is no way of estimating precisely the 
cost per bushel of the control program, mt it would probably be in 


the neishborhood of 75 cents. 


It should also be borne in mind that, in addition to the above 
direct costs, French consumers were required to contribute a great deal 
more in the form of higher prices paid for flour and bread. From the 
middle of 1933 to the middle of 1935, it has been estimated that French 
consume”s were required to pay out 13-1/2 billion francs (approxrimately 
$600,000,000 at the present rate of exchanze) in excess of what the 
wneat would have cost them had they been able to obtain it at world 
market prices. 


The financing of the program was provided for by the i 
Government ioans, the repayment of which was suaranteed par 
receipts on imported wheat end oneehy by eretaction on, milling, a wna wikes 
taxes on wheat. 


Future control of wheat in France now rests with the National 
Woeat Board, which is vested with the power to do praecticaily all of 
the things that have teen attempted in recent years. Because of the 
experience gained with previous control measures, the efficiency of the 
new Board should be greater, the control more positive, and the costs 
lower. The Board has already fixed the prices of wheat for the 1936-37 
crop year and has arransed for the purchase orf wheat in excess of a pro~ 
duction quota at less than market prices. The storage problem will, no 
doubt, be simplified through the fostering of storage cooperatives. 
Imports and exports are now a Government monopoly. The only control 
that has not yet been effectively provided for is that of acreage. 
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Waile sufficient time has not. elapsed to permit an evaluation 
of the simificance of the new wheat policy involving the establish- 
ment of a Nationel Wheat Board, one thins seems fairly clear. Under 
asures to sOlve the wheat problem, at one time 


cilture, have become instruments 
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On May 6, 1937, delegates of 21 major sugar producing 
and consuming countries aprroved at London a 5-yeer inter- 
national sugar agreerent, which, if subsequently ratified by 
the respective goverrrnents, may eventually exert a profound 
influence on the world sugar industry. With the sicnatory 
nations representing bdetween 85 and 20 percent of the world's 
total sugar production, about &5 percent of world consumption, 
and nearly all of the sugar that enters into international 
trade, the agreement far exceeds in scope, as well as in sub- 
stance, the earlier attempt of sugar interests in important 
producing countries to regulate the world sugar industry 
through the Chadbourne Agreement (1931). 


The primary objective of the latest negotiations was to 
establish and maintain an orderly relationship between the 
supply and demand for sugar in the world market, in a manner 
equitable to both producers and consumerse By regulating ex- 
ports in accordance with import requirements in the world 
free market, it is hoped to eliminate the wide price fluctua- 
tions, which over a period of years have injured both pro- 
ducers and consumers, and to raise world sugar prices, which 
in 1936 were but little above those at the lowest point of 
the depression, to a level which will secure a fair return 
for efficient growers and producers. The agreement represents 
a cooperative effort on the part of both vroducing and con- 
suming nations to improve the position of a comnodity in 
which the continuation of world prices at unduly low ievels 
has hindered recovery in international trade. 


World Sugar Industry Long Depressed 


The depression in the world sugar industry, which began earlier 
and has been of longer duration than that in most other major commodities, 
is in part an outgrowth of the World Ware European beet-sugar production, 
Which during the 5 years preceding the war (1909-10 to 1913-14) had 
averaged 7,846,000 short tons, declined to an average of 3,947,000 tons 


Prepared by Ee P. Keeler, Senior Agricultural Economist, on the basis, 
in part, of a report from C. Ce. Taylor, Agricultural Attache, London. 
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during the 5 years from 1916-17 to 1920-214 The wartime disruption of 
the European beet industry resulted in a marked increas? in world pro- 
duction of cane sugare This increased from a pre-var average of 
10,540 ,000 tons to an average of 14,137,009 tons in the period 1916-17 
to 192021. (See figure,1l.) 


By 1924+25, European beet~sugar production, at 7,772,000 snort 
tons, had virtually recovered to its pre-war levels Meanwhile, however, 
world production of cane sugar continued to increase, reaching a figure 

17,712,000 tons in 1924=25. Worli suger production, beet and cane, 
totaled 26,670,000 short tons in 1924=25, as compare with en average of 
19,053,000 tons during the pre-var years from 1909-10 to 1913-14. 


Despite the fact that the outturn of 1924-25 exceeded apparent 
consumption in that year by more than 2,000,000 tons and resulted in a 
sharp decline in world prices of raw sugar from an average of 4.17 cents 
per pound need Unitéd Kingéom) in 1924 to an average of 2.68 cents per 
pound in 1925, production showed an almost uninterrupted upward trend, anc 
world prices a downward trend in 1930-31 until production reached a figure 


of 31,535,000 tonse While world consumption, under the stimulus of declining 


prices, showed suostantial increases until the general econemic depression 
mace itself felt, the increases were not sufficient to keep pace vith pro- 
ductione At the 1931 year-end (August 31) stocks vere estimatcd at a 
record high of 14,507,000 tons. (See figure 2-e) The world price of raw 
ugar in 1932 averaged 0.9 cent per pound, an all-time low. (See figure 


> ~s 


Aside from the initial stimulus to canec-sugar production resulting 
from the eriaicesnd of European dbect ereas during the World War, other 
major factors contributed to the great increase in sugar production in the 

ade from 1920-21" to 1930831. These factors can be summarized uncer the 
ads of (1) government intervention and (2) technological advances. 


Karlicr mensures cf important sugar deficit countries dcsigned to 
restrict imports and to increase donestic production were strengthened 
curing the 1920's, and new measures, usually in the form of tariff in- 
creases, quotas, or bounty eratenn, vere adopted. With the major consum- 
ing couhtries producing et least part of their supplies, sugar has been 
péerticularly susceptible to government intervention. Many of the meas- 
ures restricting imvorts, adonvicd in the first instance to protect exist- 
ing domestic production against declining world prices *f sugar, resulted 
in further increases in production in the deficit countries. At the same 
time, the higher prices in the vrotected markets tended to impede the 
general increase in per-capita consumption,’ which had been takings olace 
as the result of the decline in world prices of sugar, and contributed to 
tne surpluses that were piling uo in the major exporting countriese Fur- 
ther, while the importing countries were decreasing their dependence on 
foreisn sugar, a number of the exporting countries were endeavoring to 
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maintain or increase production, frequently through the maintenance of in- 
ternal prices above world parity while exporting at world prices. 


Technological advances, the second important factor in the over- 
production of sugar in the late 1920's, have been particularly pronounced 
in the cane-sugar industry. Improved varieties of cane, improved and more 
intensive methods of cultivation, and more efficient methods of sugar ex- 
traction have contributed to the increase in cane~sugar production and to 
the lowering of costs of production. 


Previous Attempt to Control Production 


In 1931, in an endeavor to improve the position of the commodity, 
the sugar industries of seven (later, nine) exporting countries, 1/ which 
represented at that time about 40 percent of the world's sugar production 
and about 90 percent of the sugar entering into international trade, signed 
the convention generally known as the Chadbourne Agreement. Under the 
terms of this agreement, the member countries were to limit their exports 
to’specific annual quotas. It was agreed that part of the yearly exports 
from the member countries would be from surplus stocks, and that the coun- 
tries would endeavor to adjust production so that it would not exceed domes- 
tic consumption plus exports, less the quantity taken from surplus stocks. 
Surplus stocks were to be eliminated within the period of 5 years covered 
by the agreement. 


The Chadbourne Agreement was entered into at a time when the general 
economic depression was increasing in severity, with the trend of world 
consumption of sugar turning downward in 1931-32 for the first time since 
the end of the World War. Further, no importing countries were parties to 
the agreement, and the barriers against imported sugar continued to in- 
crease, as did state intervention directed toward increased production in 
nonmember countries. As a result, exports of the agreement countries gen- 
erally fell substantially short of their quota allowances. 


The initiation of the Chadbourne Agreement was followed by a tem- 
porary decline in world sugar production to a total of 27,104,000 short 
tons in 1932~33, as compared with the total of 31,535,000 tons in 1930~31. 
Following the 1932-33 crop, world production again turned upward, and in 
1934-35, the last year preceding the termination of the agreement on 
September 1, 1935, it reached a figure of 29,115,000 tonse World produc- 
tion has since increased to 31,426,000 tons in 1935-36 and to a prelimin- 
ary figure of 33,317,000 tons in 1936-37. 


1/ The original signatories were Cuba, Java, Germany, Czechoslovakia, 
Belgium, Poland, and Hungary, and subsequently, Peru and Yugoslavia. 
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PRODUCTION IN THE WORLD 


SUGAR, CANE AND BEET 


AND IN SPECIFIED COUNTRIES, 1909-36 
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While the operation of the Chadbourne Agreement contributed mater- 
ially to the reduction of surplus stocks in certain countries, it did not 
succeed in its ultimate objective, the improvement of the world price of 
sucare In this connection, it should be noted that, although production 
in the agreement countries declined by 5,247,000 short tons or 41.5 percent 
ootweon 196081 and 1944-35, susar production in nonmember countries in- 
creased by 2,617,000 tons or 34.9 percent in the same period. This off- 
setting increase, coming during a period of falling consumption, mllified 
the price improvement that might have been expected from the curtailment of 
production by member countries. 


Generally speaking, it appears that the failure of the Chadbourne 
Agreement to improve world sugar prices may be attributed primarily to the 
fact that it was not sufficiently broad in its membership of producing 
countrics and that it was not accomanied by reductions in trade barriers. 
and fiscal burdens that might have substantially increased consumption. 


ew Acroenent Broad in Scope 


The 21 countries 2/ that are parties to the London International 
Sugar Asreement of May 6, 1937, revresent elmost 90 percent of the world 
sugar production in contrast to the 40 percent represented by the signatories 
of the Chadbourne Agreement at the time that agreement was put into opera- 
tion. They also account for nearly 85 percent of the total world consump- 
tion, and the major importing and sclf-sufficient countries, as well as the 
exporting countries, are included in the new agreement. Hence, it appears 
that certain fundamental weaknesses of the Chadbourne Agreement, its mem- 
bership of producing countries not being sufficiently broad and consuming 
countries not having representation, have been remedied in the new agree- 
ment. — 


The principal importing countries have given assurances tending to 
sustain the outlet for sugar from principal exporting countries, while the 
exporting countries have given assurances that they will restrict exports 
to the volume justified by the available market. 


Consumers ere protected by a coners ul undertaking in the agreement 
that the contracting governments will "so direct tne arrangements made 
under the agreement as always to assure consumers of an adequate supply of 
sugar on the world market at a reasonable price not to exceed the cost of 
production, including a reasonable profit, of efficient producers." It is 


2/ The Union of South Africa, Australia, Brazil, Belgium, the United Kingda, 
China, Cuba, Czechoslovakia, the Dominican Republic, France, Germany, Haiti, 
Hungary, India, the Netherlands, Peru, Poland, Portugal, the Soviet Union, 
the United States and the Philippines, and Yugoslavia. 
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also provided in the agreement that the anount of sugar to. be made avzil- 
able in the world market may be increased when necessary, and administra- 
tive provision is made for such contingency. A further provision to 

orotect consumers provides for action by any contracting government when 
there is an acute shortage of supply or an abnormal rise in world prices. 


The provisions of the International Sugar Agreement, as signed at 
London on May 6, 1937, are summarized in the following paragraphs. 


Undertakings of countrics not exportins to the free market 


The United States, in conformity with its existing import quota 
regulations, established under authority of the Jones-Costigan Act, agrees 
to permit the importation for consumption of at least the same proportion 
of full-duty sugar as at present. Since the current year's quota of full- 
duty sugar is set at slightly less than 27,000 short tons, this undertaking 
is of minor significance. If, however, the United States sugar quota to 
the Philippines should be reduced to a figure below the duty-free quotas 
under the Tydings-McDuffie Act (800,000 long tons 3/ of raw sugar, plus 
90,000 long tons of refined sugar), the United States import quotas from 
foreign countries are to be correspondingly increased. If this happens, 
any sugor exported from Cuba to the United States under such quota in- 
creases will be subtracted from the world free market export quota allo- 
cated to Cuba under the International Agreement. 


The Philippines undertake not to export sugar to countries other 
than the United States unless the above-mentioned United States quota for 
Philippine sugar is reduced, in which case they acquire a basic quota for 
exports to the world market equal to such curtailment. They also acquire 
a 4-percent share in any future addition to basic export quotas. 


The United Kingdom, which is the second most important market for 
sugar, agrees to continue those provisions of its 1936 sugar legislation 
designed to limit domestic production to 560,000 long tons of white sugar 
and to limit exports of British colonial sugar to 965,254 metric tons 4/ 
per yeare Australia’ and the Union of South Africa agree to limit exports 
to 406,423 and 209,000 metric tons per year, respectively. Canada, al- 
though not yet among the signatory nations, reaffirmed that during the 
term of the agreement it does not propose to stimulate the production of 
sugar by subsidy, increased protection, special remission of taxes, or 
similar measures. India undertakes not to export by sea except to Burma. 
India’formerly imported large quantities of sugar, but most of such’ im- 
ports have been gradually displaced by domestic production. With this 


/1 long ton = 2240 pounds or 1.l2 short tons. 
/ 1 metric ton = 2204.6 pounds or 1.1023 short tons. 
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exception, the import requirements of the British Empire for nonprefer- 
ential sugar are sustained. As an additional protection to Rritish con- 
sumers and as a possible advantage to British sugar producers, any further 
increase in consumption rveauirements of the Unitcd Kingdom, plus net im- 
port requirements of other parts of the British Lanire will permit a 
proportional increase ir the production quota of the United Kingdom and 
in the export quotas of Australia, South Africa, and the British colonies, 
whether or not a general increase in wrld requirements justifies a gen- 
6ral increese in export quotas. Paethernote, althoush quotas are not 
senerally transferable, umutilized Fritish quotas may be redistributed 
among the United Kingdom, its colonies, Austr ralia, and South Atricas 
This right, if exercised, will prevent the proportion of full-duty sugar 
imported t2 the United Kinzdom from rising above its presert level. 


t, 
in 


China agrees to endeavor to maintain its sugar-inport requirements, 
presumably by increased consumption rather than by decreased prodicti 


The Netherlands in Europe acrees to refrain from net exports of 
suzear put reserves the ricnt to Cover hone narket requir erents by home 
production and imports from other parts of the Kingdom. Netherlands 
Guiana will export only to the Kingdom of the Netherlands. 


= 


Export quotas for the free market 


Basic export quotas were set up for the 13 major countries selling 
to tne free market, while participation in a reserve quota is assured to 
2 Other countries. The quotas were fixed in relation to recent exports 
to the free market, adjusted to meet special corditions affecting each 
country and confined +o a total which scemed approximately equal to the 


expected requirements of the free marxet. The quotes may be reduced by a 
univorm percentage, not erceecding 5 percent, in either or both of the 
first < quota years if the International. Suzar Ccancil, which is charged 
with the administration ov the agreement, votes that reductions are neces- 
sary in the light of. subsequent estimates of free-marcet requirementse In 
subsequent years, unanimous ccnsent of the eountries heving basic and re- 
serve quotas is edu tired. On the other hinnt, the Council by 2. three-fifths 
majority can increase the basic quotas and reserves pro rata in any year, 


reserving 4 percent of the increase for the Philippines. Free-market quotas 


cannot be transferred by one country to another, tt the Council itsclf 
under certain circumstances can redistribute any vart of an export quota 
that is unused in any quota vear omconst other eourt iieés, pro ratn according 


to the basic cudtas. Unused auotas cannot de carried forvard to the next 
year, except under special circumstances in the case of Czechoslovakia. 


On the following page is a table showing the basic export quotas 
allotted to the exporting countries under the Lordon Agreement. 
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Basic export quotas under the International Sugar Agrcement 


Renounced during 
quota year 
beginning 

Sentember 1, 1937 
Metric tons a/ 


Country Basic quotas 


. 7 
Metric tons a/ 


Belgium (including Belgian 
ny ay iy ca ee ee pena os 


| |} ee eS ee ee 


20,000 5,000 
60 , 000 
940,000 

b/ 250,900 
400,000 
120,000 
32,500 

40,000 


co ere ec re re eee 
CROCNOSLOVERI Ms cc cccccceseseces 
_ Dominican Republic...........+- 
GORA oc ccc ce ec cece eerescdeaes 
OES 6:0 645 6450-00 b 64056 C4 eS 
PON EIT 6 6.6 00660556 68 05s 606 648 OS 
Netherlands (including overscas 
yk Cg) ee ea eer ae ae eee 
Portugal (including overseas 
ec he |} gently Spepaen aay ees ae 


1,050 , 000 


30, 0CO 
330,000 
120 , 060 


PONE 6 60005546 6.036406 HEE COKE 

ot a ee ee 

U.S.S.R. (excludins exports to 
Mongolia, Tannu Tuva, and 
NE ss ks cnc cnenee eecdane 230,000 


20,000 


SPH SHEERS SSH EHRSESHEEESSHEESSESSHESEOHRERLESSSASHEEEASEEESEBE ARG OE HO CHE 


11, 500 


hs do ue bike kee eee 3, 622, 500 


ee ee ee ee ee 2 ee 


Yugoslavia (from reserve quota) | c/ 12,500 
” / a © 
France (from reserve quota)....: dj 35,000 22,500 


es eer Tre 3,870,000 e/ 149,000 


iiss ieipiiahciabaiaaaiaer a, \aibiearitl abet tale bela acai eee, nnn ae 


of Reet-suzar countrics: raw sugar tel quel; white sugars converted to raw 
© to 10. Caue-sugar countries: nature and types of sugar heretofore 

exnorted by each country. 

b/ Plus extra allotments of 90,000, 60,000, and 25,000 tons in the re- 
spective years bezinning September 1, 1937, 1938, and 1939, with steps to 
2 taken to reduce acreage to correspond to these figures. 

c/ Plus 2,500 tons if France renounces any part of its reserve. 

a/ Plus any part of the reserve renounced ody Yugoslavia. 

e/ 25 percent, or at Icast 50,000 tons, of the quantities renounced may be 

redistrivuted to meet cascs of special hardship, and at least 30,000 tons 

are declared avnilable for this purpose even if it necessitates increasing 
the total. | 
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Undertakings with reference to stocks 


The goverrments to which export quotas were allotted agree to un- 
dertake to regulate production so that stocks in their respective coun- 
trics, on a date yet to be fixed by the Council, shall not be more than 
25 percent (30 percent for Hungary) of the country's annual production, 
nor, in respect of their canc-producing territories, less than 10 percent 
of their export quotas. Cuba, however, may have at the end of each calen- 
dar year stocks earmarked for the United States amounting to 30 percent 
of its export quota to the United States, plus 300,000 metric tons for 
the free market. The Netherlands East Indies is also permitted to have, 
On April 1 of each year, stocks not exceeding 500,000 metric tons. Nothing 
is said adout maximum or minimum stocks in the group of countries that do 
not cxport to the free market. Under special circumstances, the Council 
may authorize stocks in excess of the established maximun. 


Administration 


There is set up a General Council, composed of delegates repre- 
senting all of the contracting sovermnents, and an Executive Committee 
of nine members, which are to administer the agreement through a 
Secretariat to be established in Lordon. One hundred votes are divided 
among the various countries on the Council. Fifty-five votes are given 
to the 18 exporting countries, 5/ and 45 votes to the 4 importing coun- 
tries. Of the latter, the United States and the United Kingdom (includ- 
ing the British Colonies) each have 17 votes, British India has 6, and 
China 5. Of the exporting countries, Cuba has 10 votes, the Netherlands 
9, Russia 5, Germany 4, and the others 1, 2, or 3. Powers relating to 
Quota revisions, determination of conditions under which nonsignatory 
governments may accede to the agreement, and recommendations concerning 
measures to be taken in case of infringement of the agreement are re- 
served to the Council. Any other powers that the Council may delegate 
to it may be exercised by the Executive Comnittee. 


The Executive Committee consists of nine representatives, three 
of importing countries, three of cane-sugar-producing countrics, and 
three of bect-sugar-producing countrics, each of whom has one vote, with 
the exception of representatives of the United States and the United 
Kingdom, who each have two votes. The Chairman of the Council is an ex- 
officio member of the Executive Committee and may cast a deciding vote. 
Of the importing countries, the United States and the United Kingdom 
will have one representative each, while the third representative will 


5/ Comprised of the 15 countries exporting to the free markct, for which 
basic or reserve quotas are established, and the Philippines, the Union 
of South Africa,and Australia. 
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be selected annually by the governments of India and China. Of the cane- 
Sugar-producing countries, Cuba and the Netherlands, including Java, have 
pemanent representation. The third menber will change each year in the 
following order: Australia, the Doninican Republic, Peru, the Union of 
Sovti Africa, and Brazil. A similar arrangenent is made for rotating the 
composition of representatives or the beet-sugar-producing countries. 


The expenses of dclegations to the Council and of the members of 
the Dxccutive Committee are to be defrayed by their respective govern- 
ments, but all other expenses, including those of the Secretariat, are 
to be paid cut of a fund to which the contracting governments are to con- 
tribute in proportion to their voting power on the Council. Except by 
unaninous consent, the expenses to be met out of the fund may not cxcced 
$12,500 (approximately $62,000) in any year. 


Miscellancous provisions 


Among the miscellaneous vrovisions are those relating to ratifi- 
cation, effective dates, renunciation, and sanctions in the event of 
infringement. If the Council siuall decide that it is desirable that the 
contracting governments should prohibit or by any other means restrict 
the importation of sugar from a country that has infringed the agreencnt, 
taking such measures shall not be deencd to be contrary to any nost- 
favored-nation rights which the offending government may enjoy. 


A protocol annexed to the agreement and separately signed is not 
subject to ratification. . It provides for bringing the Council into being 
and entrusts the United Kingdom with the necessary transitional measures. 
A temporary provisional Council is set up, which will function until the 
International Sugar Council is properly constituted. The protocol pledges 
the governments not to modify their production, export, and import situa- 
tion in a manner contrary to the aims of the agreement prior to the date 
that it becomes effective. 


RECENT DEVELOPMENTS 311 
IN 
FOREIGN AGRICULTURAL POLICY 


PROMOTION OF COTTON PRODUCTION IN SOUTHEASTERN EUROPE 


Governmental encouragement of cotton expansion in southeastern 
Europe has been an interesting feature of the agrarian policies of sever- 
al countries in that areca during the past’ 4 or 5 years, according to a 
report received by the Burcau of Agricultural Economics from its Berlin 
office. Although cotton has been produced in southeastern Europe for 
many years, it was not until quite recently that any special considera- 
tion was devoted to the crop. Increased attention to the cultivation of 
cotton was brought about by the shortage of foreign exchange and a conse- 
quent effort to reduce dependence on imported cotton. 


Among the measures adopted to accomplish this objective are the 
fixation of prices for the domestic cotton crop at levels higher than 
those prevailing for foreign srowths in the world market, compulsory 
utilization of domestic cotton by the local textile mills, and taxation 
of imported cotton to create a fund with which to equalize prices and 
finance the various activities designed td increase cotton production. 

As a result of these measures, the area and production of cot 
in the four countries for which information is available has expanded very 
materially in recent years, as is shown in the following table: 


Area.and production of cotton in specified European countries 


Average 1936-37 
Country 1928-29 to 1932-33 
Area Production Area Production 


1,000 acres !1,000 bales a/: 1,000 acres ; 1,000 dales a/ 


ee) ee ee ee ee ee ee 2 sees 


Greece..... 46.7 16.4 138.0 58.0 
Bulgaria... 14.8 4.3 72.0 29.0 
Yugoslavia.. 2.2 5 5.0 : b/ 1.0 
Ramanias.... 22 1 ao 3 1.0 

Totale..+.: 63.9 21.3 216.0 | 89 .0 


| 


Compiled from official sources and the International Institute of 
Agriculture. 
a/ Of 478 pounds, net. »b/ Estimate for 1935-36. 
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There also has been a material expansion in the production of 
cotton in Turkey but the actual extent of this expansion is not definite- 
ly- known. 


BRITISH GOVERNMENT PLANS ADDITIONAL AIDS TO FARMERS 


A program providing for aiditional aids to farmers in the United 
Kingdom has recently been placed before Parliament by the British Ministry 
of Agriculture, according to a report to the Bureau of Agricultural 
Economics from its London office. 


The program contemplates increasing the amount of home-grown 
wheat, for which the price of 10 shillings per hundredweight ($1.32 per 
bushel) is guaranteed, from the present maximum of 50,400,000 bushels 
anmially to 67,000,000 bushels. 


As heretofore, the program provides for paying producers the dif- 
ference betr-en the average price received and the guaranteed price fo | 
a specified amount of millable home-growm wheat, so lone as sales do not 
exceed the mtiximum. When sales exceed that maximun, the guaranteed price 
is reduced proportionately. Deficiency payments are not made when the 
market prics equals or exceeds the guaranteed price. Growers sell their 
wheat at whatever price the market will pay; tut at the end of the season 
(duly 31) they are given a so-called "deficiency payment" representing 
the difference between the average price actually obtained for millable 
wheat and she guaranteed price. The fund for making this payment is ob- 
tained by a levy, known as a "quota paynent", On all flour delivered for 
consumption in the United Kingdom whether from domestic or imported wheat. 


The rate of the levy on flour has been so small that the price of 
bread has not been affected. The fund, in fact, has accumulated to such 
an extent that the surplus available on April 18, 1937, was considered 
sufficient to provide for all deficiency payments to wheat growers during 
the cereal year eniong July 31,°1937. For that reason, the existing rate 
of the quota payment +o be made by millers and importers of flour (ie ee, 
4.37 cents per 100 pounds of flour delivered) was suspended on April 18 | 
until further notice. | 


oats and barley, the new bill 
, growers not receiving the whea 
Given an ennval subsidy equal to the difference be 
actunily received ard a euaranteed price of @ shilitnes per hundredweight 
(is Cn, 56 cents per bushel for oats and &5 cents per bushel for barley). 
Appazertiv, however, tnis equalization payment is to be made on not more 
than 6 nenarcdroishts (21 bushels in the case of oats and 14 bushels in 
the case of barley) per acre, irrespective of actual yields. Moreover, 


yrovides that, for | 
subsidy shall be 
wien the averace price 
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the sudst dy is to be applicable only to onts and barley srom on limited 
acrerces, the extent of which has not been annourced as jet Finally, 


t p-2Jpvcal provides that the total subsidy payabie to producers of Oats 
and ourlcy may not execed 51 ($4, 92) per acre. 


Zhe bill also provides for governmental supnort for pasture im- 
provenent. In that connection it is proposed that the Governrent shall 
appropriste a sum of 31,000,000 (ebout $5,000,000) ous of which it will 
pay 50 percent of the cost of the lime and 25 percent of the cost of the 
basic sles used in improving pastures.’ Further crarts are also proposed 
for lond drainage, as well as additional’ financial assistance for the 
e@redication of livestock diseases. 


JAPAN-INDIA COTTON AGREELENT EXTENT = 


One of the interesting developments in the field of international 
commercisl egreements in receut years has been the scerics of treatics 
1 into between Japan and other countries to assare outlets for the 
Japanese industry. Outstanding among these agreements is the 
n Japan and India wheroby Japan agree ‘chase specifs 
aw c 
in ¢ 
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£ 
otton from India in return for a special quota on Japanese 
he markets of India. 


Such an agreement was originally entered into carly in 1934. An 
increase in Indian duties or. piece goods in 1933 dealt a serious blow 
to the Japanese textile trade ami culminated in a Japanese boycott on 
imports of raw cotton from India. The conclusion of an agreement between 


the two countries early in 1934, however, terminated the Diycott. The 
asrecment expired on March 21, 1937, but was recently extended with some 
modifications to March 31, 1940. 


The original agrecment of 1934 set up a quota arrangement whereby 
India agreed to import a basic allotment of 32£,000,CO00. yards of Japanese 


piece goods annually “ a substantial reduction in duty in return for the 
Japanese purchase of 1,000,000 bales (400 pounds each) of Irdian raw 


cotton. 


The agreement also provided that, in the event Japanese purchases 
of Indian cotton fell below or exceeded 1,000,000 bales anrmually, the 
imports of piece goods from that country by Indin at reduced rates of 

duty wcald be reduced or increased by fixed anounts. Fur exaaple, for 
every Japanese purchase of 10,000 bales of Indien cotton in excess of 
1,000,000 bales, India agreed tc take an additional 1,590,000 yards o 
Japancse picce goods up to a maximum of 400,000,000 yar‘s. i 
quantity of picce goods under the terms of the agresnent wou 
with the exportation to Japan of 1,500,000 bales of cotion. 
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While the extended agreement substantially reproduces the tome 

of the original, Incia has sumovhat ree@uced the eacunt of ner basic quota 
on Japanese piece goois. Thus India now agrees to tale a total of only 
yards of Japanese piece gocds anally aguinst purchases by 


~ 
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apar of 1,000,000 bales °f raw cotton, Such imports 


~ 


2 
J = 
howevoz, moy te increased to @ maximun of only $63,090,900 yards if 
Japnnese vurcLases of raw cotton reach 1,500,000 tnles. 
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